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IN  THE  HOUSE  OF  REPRESENTATIVES 

April  3, 1969 

Mr.  Mills  (for  himself  and  Mr.  Byrnes  of  Wisconsin)  introduced  the  follow¬ 
ing  bill;  which  was  referred  to  the  Committee  on  Ways  and  Means 


A  BILL 

To  provide  for  the  collection  of  the  Federal  unemployment  tax 
in  quarterly  installments  during  each  taxable  year;  to  make 
status  of  employer  depend  on  employment  during  preceding 
as  well  as  current  taxable  year;  to  exclude  from  the  computa¬ 
tion  of  the  excess  the  balance  in  the  employment  security 
administration  account  as  of  the  close  of  fiscal  years  1970 
through  1972;  to  raise  the  limitation  on  the  amount  author¬ 
ized  to  be  made  available  for  expenditure  out  of  the  employ¬ 
ment  security  administration  account  by  the  amounts  so 
excluded;  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

^  tires  of  the  United  States  of  America  in  Congress  assembled, 

That  section  3300  (a)  of  the  Internal  Revenue  Code  of  1954 

4  (relating  to  definition  of  employer)  is  amended  to  read  as 

^  follows: 
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“  (a)  Employee. — For  purposes  of  this  chapter,  the 
term  ‘employer’  does  not  include  any  person  unless  on  each 
of  some  20  days  during  the  taxable  year  or  during  the 
preceding  taxable  year,  each  day  being  in  a  different  calen¬ 
dar  week,  the  total  number  of  individuals  who  were  employed 
by  him  in  employment  for  some  portion  of  the  day  (whether 
or  not  at  the  same  moment  of  time)  was  4  or  more.” 

SEC.  2.  COLLECTION  OF  FEDERAL  UNEMPLOYMENT  TAX 
ON  QUARTERLY  OR  OTHER  TIME  PERIOD  BASIS. 

(a)  Quarterly  Payment  of  Federal  Unemploy¬ 
ment  Tax. — Subchapter  A  of  chapter  62  of  the  Internal 
Revenue  Code  of  1954  (relating  to  place  and  due  date  for 
payment  of  tax)  is  amended  by  redesignating  section  6157 
as  6158,  and  by  inserting  after  section  6156  the  following 
new  section : 

“SEC.  6157.  PAYMENT  OF  FEDERAL  UNEMPLOYMENT  TAX 
ON  QUARTERLY  OR  OTHER  TIME  PERIOD 
BASIS. 

“  (a)  General  Rule. — Every  person  who  for  the  cal¬ 
endar  year  is  an  employer  (as  defined  in  section  3306(a)  ) 
shall— 

“  ( 1 )  if  the  person  in  the  preceding  calendar  year 
employed  4  or  more  employees  in  employment  (within 
the  meaning  of  section  3306(c)  and  (d)  )  on  each  of 
some  20  days  during  such  preceding  calendar  year,  each 
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sock  day  being  in  a  different  calendar  week,  compute 
the  tax  imposed  by  section  3301  for  each  of  the  first  three 
calendar  quarters  in  the  calendar  year,  and 

“  (2)  if  paragraph  (1)  does  not  apply,  compute  the 
tax  imposed  by  section  3301 — 

“(A)  for  the  period  beginning  with  the  first 
day  of  the  calendar  year  and  ending  with  the  last  da}7 
of  the  calendar  quarter  (excluding  the  last  calendar 
quarter)  in  which  such  person  becomes  such  an  em¬ 
ployer,  and 

“(B)  for  the  third  calendar  quarter  of  such 
year,  if  the  period  specified  in  subparagraph  (A) 
includes  only  the  first  two  calendar  quarters  of  the 
calendar  year. 

The  tax  for  any  calendar  quarter  or  other  period  shall  be 
computed  as  provided  in  subsection  (b)  and  the  tax  as  so 
computed  shall,  except  as  otherwise  provided  in  subsection 
(e) ,  be  paid  in  such  manner  and  at  such  time  as  may  be  pro¬ 
vided  in  regulations  prescribed  by  the  Secretary  or  his  dele¬ 
gate. 

“(b)  Computation  of  Tax. — The  tax  for  any  cal¬ 
endar  quarter  or  other  period  referred  to  in  paragraph  (1) 
or  (2)  of  subsection  (a)  shall  be  computed  by  multiplying 
the  amount  of  wages  (as  defined  in  section  3306  (b)  )  paid 
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in  such  calendar  quarter  or  other  period  by  the  number  of 
percentage  points  (including  fractional  points)  by  which  the 
rate  of  tax  specified  in  section  3301  exceeds  2.7  percent. 

“  (c)  Special  Rule  foe  Calendar  Years  1970  and 
1971. — For  purposes  of  subsection  (a) ,  the  tax  computed  as 
provided  in  subsection  (b)  for  any  calendar  quarter  or  other 
period  shall  be  reduced  ( 1 )  by  66f  percent  if  such  quarter  or 
period  is  in  1970,  and  (2)  by  33-^  percent  if  such  quarter  or 
period  is  in  1971.” 

(b)  Assessment  Authority.— Section  6201  (b)  of 
such  Code  (relating  to  assessment  authority)  is  amended  to 
read  as  follows: 

“  (b)  Amount  Not  To  Be  Assessed.— 

“(1)  Estimated  income  tax. — No  unpaid 
amount  of  estimated  tax  under  section  6153  or  6154 
shall  be  assessed. 

“  (2)  Federal  unemployment  tax. — No  unpaid 
amount  of  Federal  unemployment  tax  for  any  calendar 
quarter  or  other  period  of  a  calendar  year,  computed  as 
provided  in  section  6157,  shall  be  assessed.” 

(c)  Treatment  of  Quarterly  Payment  of  Fed¬ 
eral  Unemployment  Tax. — Subchapter  B  of  chapter  64 
of  such  Code  is  amended  by  adding  at  the  end  thereof  the 
following  new  section: 
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“SEC.  6317.  PAYMENTS  OF  FEDERAL  UNEMPLOYMENT  TAX 
FOR  CALENDAR  QUARTER. 

“Payment  of  Federal  unemployment  tax  for  a  calendar 
quarter  or  other  time  period  within  a  calendar  year  pursu¬ 
ant  to  section  6157  shall  he  considered  payment  on  account 
of  the  tax  imposed  by  chapter  23  for  such  calendar  year.” 

(d)  Time  Tax  Considered  Paid. — Section  6513  of 
such  Code  (relating  to  time  return  deemed  filed  and  tax  con¬ 
sidered  paid)  is  amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

“(e)  Payments  of  Federal  Unemployment 
Tax. — Notwithstanding  subsection  (a),  for  purposes  of  sec¬ 
tion  6511  any  payment  of  tax  imposed  by  chapter  23  which, 
pursuant  to  section  6157,  is  made  for  a  calendar  quarter  or 
other  period  within  a  calendar  }Tear  shall,  if  made  before 
the  last  day  prescribed  for  filing  the  return  for  the  calendar 
year  (determined  without  regard  to  any  extension  of  time 
for  filing) ,  be  considered  made  on  such  last  day.” 

(e)  Interest  on  Underpayments  or  Nonpay¬ 
ment  of  Tax. — Section  6601  of  such  Code  (relating  to  in¬ 
terest  on  underpayment  or  nonpayment  of  tax)  is  amended 
hv  redesignating  subsection  (k)  as  subsection  (1)  and  by 
adding  a  new  subsection  (k)  to  read  as  follows: 

“(k)  Exception  as  to  Federal  Unemployment 
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Tax. — This  section  shall  not  apply  to  any  failure  to  make  a 
payment  of  tax  imposed  by  section  3301  for  a  calendar 
quarter  or  other  period  within  a  taxable  year  required  under 
authority  of  section  6 157.v 

(f)  Technical  and  Clerical  Amendments  — 

( 1 )  The  table  of  sections  for  subchapter  A  of  chap¬ 
ter  62  of  the  Internal  Ilevenuc  Code  of  1954  is  amended 
by  striking  out 

“Sec.  6157.  Payment  of  (axes  under  provisions  of  the  Tariff  Act.” 
and  inserting  in  lieu  thereof 

“Sec.  6157.  Payment  of  Federal  unemployment  tax  on  quarterly  or 
other  time  period  basis. 

“Sec.  6158.  Payment  of  taxes  under  provisions  of  the  Tariff  Act.” 

(2)  The  table  of  sections  for  subchapter  B  of  chap¬ 
ter  64  of  such  Code  is  amended  by  adding  at  the  end 
thereof  the  following: 

“Sec.  6317.  Payments  of  Federal  unemployment  tax  for  calendar 
quarter.” 

SEC.  3.  EMPLOYMENT  SECURITY  ADMINISTRATION  AC¬ 
COUNT. 

(a.)  Paragraph  (3)  of  section  901  (c)  of  the  Social 
Security  Act  is  amended  to  read  as  follows: 

“(3)  For  purposes  of  paragraph  (1)  (A),  the  limita¬ 
tion  on  the  amount  authorized  to  be  made  available  for  any 
fiscal  year  is  an  amount  equal  to  95  percent  of  the  amount 
estimated  and  set  forth  in  the  budget  of  the  United  States 
Government  for  such  fiscal  year  as  the  net  receipts  during 
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sucli  year  under  the  Federal  Unemployment  Tax  Act;  except 
that  this  limitation  is  increased  by  any  unexpended  amount 
retained  in  the  employment  security  administration  account 
in  accordance  with  section  901  (f)  (2)  (B) .  Each  estimate  of 
net  receipts  under  this  paragraph  shall  he  based  upon  a  tax 
rate  of  0.4  percent/’ 

(b)  Paragraph  (2)  of  section  901  (f)  of  such  Act  is 
amended  (1)  hy  striking  out  “The”  and  inserting  in  lieu 
thereof  “(A)  Except  as  provided  in  subparagraph  (B), 
the”,  and  (2)  hy  adding  at  the  end  thereof  the  following: 

“  (B)  With  respect  to  the  fiscal  years  ending  June  30, 
1970,  June  30,  1971,  and  June  30,  1972,  the  balance  in  the 
employment  security  administration  account  at  the  close  of 
each  such  fiscal  year  shall  not  be  considered  excess  but  shall 
he  retained  in  the  account  for  use  as  provided  in  paragraph 
(1)  of  subsection  (c).” 

SEC.  4.  EFFECTIVE  DATE. 

(a)  The  amendments  made  by  the  first  two  sections  of 
this  Act  shall  apply  with  respect  to  calendar  years  beginning 
after  December  31,  1969. 

(b)  The  amendments  made  hy  section  3  shall  take  effect 
upon  enactment  of  this  Act. 
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.Rep.  Morton  inserted  the  remarks  of  Sen.  Mathias  reviewing  the  "current 
international  trade  picture,  the  decisions  already  made  by  President  Nixon, 
and  the  questions  which  we  will  face  in  the  coming  months."  pp.  H2940/1. 

14.  EDUCATION/  Continued  debate  on  H.  R.  514,  to  extend  programs  of  assistance 
for  elementary  and  secondary  education,  including  technical  assistance  to 
rural  areas^nd  aid  to  federally  impacted  areas,  pp.  H2883-9 1 1  ,/E32l8 


15. 


BUDGET.  Rep.  Aqdabbo  expressed  disturbance  over  President  Nixym's  "so-called 
budget  cuts."  py  H2881. 

Rep.  Passman  stated  that  the  President  in  his  revised  budget,  "when  the 
military  ass i ^tancX  program  is  included,  is  asking  for  more  foreign  aid  funds 
than  did  Mr.  Johnsorkin  January."  p.  H2881. 


16.  PORK  INDUSTRY.  Rep.  De 
"to  meet  the  needs  of 


ey  saluted  the  pork  industry vin  Nebraska  for  helping 
a  'productive  people... and  in  /providing  nourishment  to 


citizens  across  the  Natio 
Rep.  Schwengel  stated 
created  for  pigs  in  the  "Kee'l 
to  the  pork  industry  and  inse 


n  „ 


H2882. 

pork  industry  "is  d/sturbed  about  the  bad  image" 
America  Beautiful/  campaign.  He  paid  tribute 
ed  "The  Story  p£  Pork"  published  by  the  American 


Meat  Institute,  pp.  H2917-27. 


17.  TAXATION.  The  Ways  and  Means  Committee  reported  with  amendments' H .  R.  9951, 

relative  to  the  collection  of  Federal  unemployment  tax  (H.  Rept.  91-155). 
p.  H2944, _  _ 

Rep.  Hanley  expressed  the  hope  thatVhe  Ways  and  Means  Committee  will 

"present  the  House  with  a  comprehensive  \ax  reform  bill  which  will  substan¬ 
tially  increase  the  revenue  available  to  the  Federal  Government  without 
increasing  at  all  the  burden  already  imposed  on  our  low-  and  moderate^ 
income  taxpayers,"  and  related  jsome  relevant\thoughts  on  this  matter,  pp. 
H2932-6 .  /  \ 

Rep.  Vanik  stated  closer  Examination  of  the  proposal  "to  lighten  the 
burden  of  those  who  pay  too/much  and  increase  they taxes  of  those  who  pay  too 
little. . .does  not  live  up /to  this  billing."  pp.  H^939-40. 

Rep.  Conte  commended  /he  President  and  SecretaryNof  the  Treasury  for  their 
latest  tax  reform  proposals,  pp.  H2915-16.  \ 

18.  INFLATION.  In  discussing  "our  hope  for  doing  something  about  inflation"  Rep. 

Hanna  stated,  "We  need  a  fiscal  policy.  We  need  a  monetary  policy  but  just 
as  sorely  we  need/a  wage  policy  and  a  price  policy.  Where^ll  are  not  working 
then  none  will  ultimately  work."  p.  H?912.  \ 

Rep.  Moss  inserted  an  editorial,  "War  on  Inflation  Is  Fougat  on  Old, 
Cowardly,  Astigmatic  Lines."  pp.  H2931.  \ 

19.  TIMBER.  Rops.  Hicks  and  Dellenback  expressed  support  for  bill  to  rncrease  the 

timber  yield  in  the  Federal  forests.  pp.  H2912-13,  H2917.  \ 

20.  CENSUS/  Rep.  Ha1 1  inserted  a  letter  from  the  Secretary  of  Commerce  advising  of 

"some  immediate  changes  in  census  procedure."  p.  H2938.  \ 


21.  PE^CE  CORPS.  Received  from  the  Peace  Corps  a  proposed  bill  to  amend  furthers  the 
/eace  Corps  Act*  to  Foreign  Affairs  Committee.  p.  H2943.  \ 
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EXTENSION  OF  REMARKS 

22.  \IMBER  SUPPLY.  Rep.  Olsen  spoke  in  support  of  the  proposed  National  Timtyfr 
ipply  Act.  p.  E3197, 

23.  CENSUS.  Reps.  Boland,  Findley,  and  Rumsfeld  inserted  material  relat^g  to 

the  '\pmplex  and  wideranging  questionnaire  that  the  Census  Bureau  proposes 
to  sen\into  the  homes  of  this  country  next  year."  pp.  E3198-9 ,  ^£3219- 20 
E3245-6 . 

24.  WATER  POLLUTION.  Rep.  Landgrebe  stated  that  there  is  "urgent  /meed"  for  the 

Senate  to  act\on  the  House  passed  water  pollution  control  b^ll.  p.  E3202. 

Rep.  Jones  j^la. ,  inserted  an  article  on  the  problems  solid  wastes 
disposal,  pp.  E3i2lO-l 

25.  JOB  CORPS.  Rep.  Johhson,  Calif.,  stated  that  the  order/  to  "cut  the  heart  out 

of  the  Job  Corps  program  in  the  name  of  economy,  wil prove  to  be  foolish, 
false  economy..."  pp.\E'*207-9 . 

26.  TAXATION.  Rep.  Biaggi  recotpended  tax  changes  t  (^achieve  equality,  pp, 

E3213-4. 

Rep.  William  Cord  said  heVas  disappointed/ that  the  President's  tax  re¬ 
form  proposals  were  not  more  comprehensive.  /  p.  E3225. 

27.  MARINE  RESOURCES.  Rep.  Anderson,  J\L1 . ,  expressed  support  for  passage  of  the 

bill  to  extend  the  life  of  the  Mari\e  Resources  and  Engineering  Development 
Council,  pp.  E3214-7. 

28.  TRANSPORTATION.  Rep.  Murphy,  N . Y . ,  /inserted  an  article,  "Role  of  the  Domestic 

Freight  Forwarder."  ~p.  E3222-4. 

29.  FOREIGN  TRADE.  Rep.  Findley  inserted  excerpt^v f rom  a  booklet,  "Voluntary 

Quotas  on  Textiles:  A  Contradiction  in  U.  S.  Trade  Policy",  which  very 
effectively  "explodes"  "The  .Myth  of  Voluntary  Quotas."  pp.  E3242-3. 

30.  EMPLOYMENT.  Rep.  Clay  ins/rted  an  article,  "Bias  Is\Charged  In  Civil  Service." 

n.  EB245. 

BILLS  INTRODUCED 


31-  PERSONNEL  H.R.  1Q394  by  Rep.  Leggett,  to  amend  subchapter\lll  of  chapter 
83  of  title  5,  UyS.C.,  relating  to  civil  service  retirement ,\and  for  other 
purposes;  to  Post  Office  and  Civil  Service  Committee. 

H.R.  10401  py  Rep.  Moss,  to  amend  the  provisions  of  chapter  \of  title  5, 
U.S.C.,  relating  to  the  application  of  the  public  information  and\disclosure 
provisions  off  such  chapter;  to  Government  Operations  Committee. 

H.R.  104l6  by  Rep.  Watson,  to  protect  the  civilian  employees  of 
executive'  branch  of  the  U.S.  Government  in  the  enjoyment  of  their  constitu¬ 
tional  .rights  and  to  prevent  unwarranted  governmental  invasions  of  theii 
privacy ;  to  Post  Office  and  Civil  Service  Committee. 

32.  REORGANIZATION.  H.R.  10426  by  Rep.  Rees  and  H.R.  10427  by  Rep.  Hungate, 

to'  improve  the  operation  of  the  legislative  branch  of  the  Federal  Govern¬ 
ment;  to  Rules  Committee.  Remarks  of  Rep.  Rees  pp.  H2913-4. 
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COLLECTION  OF  FEDERAL  UNEMPLOYMENT  TAX 


April  22,  1969. — Committed  to  the  Committee  of  the  Whole  House  on  the 
state  of  the  Union  and  ordered  to  be  printed 


Mr.  Mills,  from  the  Committee  on  Ways  and.  Means, 

^  submitted  the  following 

REPORT 

[To  accompany  H.R.  9951] 

The  Committee  on  Ways  and  Means,  to  whom  was  referred  the  bill 
(H.R.  9951)  to  provide  for  the  collection  of  the  Federal  unemploy¬ 
ment  tax  in  quarterly  installments  during  each  taxable  year;  to  make 
status  of  employer  depend  on  employment  during  preceding  as  well 
as  current  taxable  year;  to  exclude  from  the  computation  of  the  excess 
the  balance  in  the  employment  security  administration  account  as 
of  the  close  of  fiscal  years  1970  through  1972;  to  raise  the  limitation 
on  the  amount  authorized  to  be  made  available  for  expenditure  out 
of  the  employment  security  administration  account  by  the  amounts 
so  excluded;  and  for  other  purposes,  having  considered  the  same, 
report  favorably  thereon  with  amendments  and  recommend  that  the 
bill  as  amended  do  pass. 

The  amendments  are  as  follows: 

\  Page  2,  beginning  in  line  13,  strike  out  “redesignating”  and  all  that 
follows  through  line  15,  and  insert: 

striking  our  section  6157  and  by  inserting  in  lieu  thereof  the  following: 

Page  3,  lines  17  and  18,  strike  out  “subsection  (c),”  and  insert: 
subsections  (c)  and  (d), 

Page  4,  strike  out  the  quotation  marks  at  the  end  of  line  9  and  after 
line  9  insert: 

“(d)  Special  Rule  Where  Accumulated  Amount  Does 
Not  Exceed  $100. — Nothing  in  this  section  shall  require  the 
payment  of  tax  with  respect  to  any  calendar  quarter  or  other 
period  if  the  tax  under  section  3301  for  such  period,  plus  any 
unpaid  amounts  for  prior  periods  in  the  calendar  year,  does 
not  exceed  $100.” 
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Page  5,  line  4,  strike  out  “time”.  . 

Page  6,  strike  out  the  last  line  of  the  matter  following  line  9  and 
insert  quotation  marks  at  the  end  of  the  preceding  line  in  such  matter. 

Background  and  Purpose 

Although  Congress  determines  the  actual  amounts  that  may  be 
spent  by&the  Federal  and  State  agencies  engaged  in  administering 
the  unemployment  compensation  and  employment  service  programs 
each  year,  the  source  of  funds  to  pay  these  expenses  is  limited  by  law 
to  a  portion  of  the  Federal  unemployment  tax.  Under  present  law, 
State  grants  for  costs  of  employment  security  actii  ities  aie  limited 
to  95  percent  of  net  collections  of  the  Federal  portion  of  unemploy¬ 
ment  tax  receipts.  j  TJ  *J  * 

According  to  estimates  of  the  Department  of  Labor,  under  x  resident 
Nixon’s  revised  budget  for  fiscal  year  1970,  the  program’s  adnnmstra- 
tive  expenses  will  exceed  the  revenues  from  the  F ederal  Unemployment 
Tax  Act  (FUTA)  by  about  $26  million.  The  deficit  will  increase  m 
each  succeeding  fiscal  year,  under  present  law,  because  expenses 
are  increasing  at  a  faster  rate  than  revenue.  (. 

Net  FUTA  collections  are  0.4  percent  of  the  first  $3,000  ot  ail 
employee’s  annual  wages.  In  his  appearance  before  your  committee, 
Secretary  of  Labor  George  P.  Shultz  stated  that. 

When  this  limit  on  taxable  payroll  was  added  to  the  pro¬ 
gram  30  years  ago,  its  effect  was  negligible,  because  about  98 
percent  of  covered  payrolls  continued  to  be  taxed.  But  the 
situation  has  changed  drastically  in  those  30  years.  Today, 
less  than  half  of  covered  payrolls  are  taxable,  and  the  pro¬ 
portion  declines  every  year.  Annual  increases  in  FUTA  reve¬ 
nue  are  now  due  primarily  to  growth  in  the  number  of  covered 
workers,  and  very  little  to  the  increases  in  wage  levels. 

Administrative  costs,  however,  do  reflect  wage  levels,  and  therefore 
they  increase  as  salaries,  rents  and  prices  of  other  goods  and  sei  vices 
necessary  to  operate  the  employment  security  program  go  up.  I  or 
example,  the  Congressional  appropriations  for  State  employment 
security  grants  for  fiscal  year  1969  were  $178,578,000  highei  than 
those  for  fiscal  year  1964.  Of  this  increase,  almost  78  percent  was 
accounted  for  by  increases  which  are  not  controllable  within  the 
unemployment  insurance  program,  primarily  salary  increases  fo? 
State  employees  approved  by  State  legislatures  for  all  employees  o. 
the  State.  A  little  over  22  percent  of  the  increase  was  attributable  to 
program  increases,  predominantly  for  the  employment  service,  paitic- 
ularly  services  for  youth.  The  increases  were  offset  by  increased 
productivity  and  management  improvement  (a  saving  of  $21,113,000) 
and  a  decline  in  unemployment  insurance  claims  workloads 

($14,772,000).  .  ,  ,  , 

Even  if  the  budget  for  fiscal  year  1970  included  no  program  improve¬ 
ments  over  1969,  the  mandatory  increases  would  bring  the  cost  above 
tho  receipts. 

H.K.  9951  would  provide  temporary  relief  for  this  problem,  b} 
means  of  a  permanent  change  which  is  in  itself  desirable.  The  bil 
calls  for  a  shift  from  annual  collections  of  the  Federal  unemploymen 
tax  at  the  end  of  the  year  to  quarterly  collections  during  the  year 
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Quarterly  collections  would  provide  the  program  with  a  more  orderly 
flow  of  income,  and  would  reduce  the  need  to  rely  on  interest-bearing 
advances  from  the  revolving  fund  for  administrative  expenses  at  the 
beginning  of  the  fiscal  year.  This  saving,  which  would  be  realized  first 
in  fiscal  year  1971,  would  amount  to  over  $5  million  for  the  2  years 
1971  and  1972. 

The  change  would  be  phased  in  gradually  over  a  3-year  period  to 
ease  the  financial  burden  on  employers.  The  employer  would  continue 
to  file  oidy  one  annual  return  under  the  FUTA,  and  he  would  not  be 
required  to  make  a  deposit  unless  it  exceeded  $100,  except  in  connec¬ 
tion  with  the  annual  return. 

Although  no  employer’s  tax  liability  would  be  increased  for  any 
year  under  this  legislation,  during  the  transition  period,  total  income 
to  the  Federal  Unemployment  Trust  Fund  would  be  increased.  In 
each  transition  calendar  year  (1970,  1971,  1972)  the  taxes  collected 
would  be  roughly  equivalent  to  taxes  on  five  quarters’  wages  as  a  result 
of  the  phasing  in  of  quarterly  collections.  In  each  calendar  year  after 
that  taxes  for  four  quarters  would  be  collected.  On  a  fiscal  year  basis, 
)however,  during  the  three  transition  fiscal  years  1970,  1971,  and  1972, 
fiscal  year  collections  would  be  equal  to  collections  for  four  and  one- 
third  quarters  each  fiscal  year.  The  additional  income  in  the  transi¬ 
tional  years  would  provide  funds  needed  to  meet  anticipated  adminis¬ 
trative  costs  during  the  period.  Any  amount  by  which  total  tax  collec¬ 
tions  exceed  administrative  expenses  during  the  fiscal  years  1970, 
1971,  and  1972  would  remain  available  to  be  appropriated  for  adminis¬ 
trative  expenses  until  expended. 

Your  Committee  is  unaminious  in  recommending  enactment  of  this 

bill. 

Detailed  Explanation  of  the  Provisions 

QUARTERLY  TAX  PAYMENTS 

Beginning  with  calendar  year  1970,  the  revenues  collected  each  year 
from  the  0.4  percent  Federal  unemployment  tax  on  employer  wages, 
which  is  the  source  for  financing  the  regular  annual  administrative 
costs  of  the  Federal-State  employment  security  program,  would  be 
shifted  from  annual  tax  payments  to  quarterly  installment  payments 
throughout  the  year.  The  change  to  quarterly  installment  payments 
v would  have  the  result,  during  the  3-year  changeover  period,  of  making 
'more  tax  money  available  than  otherwise  would  be  the  case.  This 
would  result  not  from  an  increase  in  tax  rates,  but  from  the  speedup 
in  the  method  of  tax  collection. 

Under  the  bill,  the  Federal  tax  of  affected  employers  would  be 
computed  by  the  employer  during  the  month  following  the  end  of 
each  calendar  quarter,  beginning  with  taxes  on  wages  paid  in  calendar 
year  1970. 

However,  no  employer  would  file  a  quarterly  return  of  wages 
paid.  All  that  would  be  required  would  be  a  quarterly  deposit  of 
taxes  when  unpaid  tax  liabilities  are  in  excess  of  $100.  Deposit  forms 
would  be  provided  by  the  Internal  Revenue  Service.  Thus,  in  Jan¬ 
uary  1970,  an  affected  employer  would  be  required  to  file  his  tax 
return  and  to  pay  the  full  tax  due  for  calendar  1969,  as  under  present 
law.  At  the  end  of  April,  if  his  tax  liability  was  more  than  $100,  he 
would  deposit  his  first  quarter  taxes.  Similar  deposits  would  be 
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required  at  the  end  of  July  and  the  end  of  October.  At  the  end  of 
January  1971,  however,  he  would  be  required  to  file  his  tax  return 
and  to  pay  any  taxes  due  in  excess  of  his  quarterly  payments. 

In  order  to  ease  the  adjustment  of  employers  to  the  new  payment 
schedule,  the  change  to  full  quarterly  payments  would  be  made 
gradually,  as  has  been  done  with  other  similar  changes  in  tax  payment 
schedules.  In  the  first  year,  the  employer  would  deposit  one-third  of 
his  quarterly  tax  at  the  end  of  each  of  the  first  three  quarters, 
and  would  pay  the  remainder  of  his  tax  with  his  annual  tax  return 
at  the  end  of  the  year.  In  the  second  year  the  quarterly  deposit  would 
be  increased  to  two-thirds  of  the  quarter’s  tax,  and  to  the  full  amount 
in  the  third  year. 

The  tax  in  respect  to  one  or  more  calendar  quarters  would  be  re¬ 
quired  to  be  deposited,  in  accordance  with  regulations  issued  under 
the  authority  of  section  6302(c)  of  the  Internal  Revenue  Code,  by 
the  employer  and  not  paid  directly  to  the  Internal  Revenue  Service. 
The  bill  provides  for  the  payment  of  taxes  after  the  end  of  the  calen¬ 
dar  quarter  in  which  accumulated  tax  liabilities  for  that  calendar 
year  are  in  excess  of  $100.  However,  if  prior  deposits  have  reduced  the 
unpaid  liability  to  $100  or  less,  no  quarterly  payment  would  be 
required  until  the  accrued  liability  again  exceeds  $100.  Any  taxes 
not  paid  by  quarterly  desposit  would  be  paid,  as  under  present  law, 
after  the  end  of  the  calendar  year. 


EMPLOYMENT  SECURITY  ADMINISTRATION  ACCOUNT 


In  order  to  make  the  additional  taxes  collected  in  fiscal  years  1970, 

1971,  and  1972  fully  available  for  administrative  costs,  the  bill  pro¬ 
vides  for  retention  of  the  funds  in  the  Employment  Security  Adminis¬ 
tration  Account,  and  for  adjustments  in  the  ceiling  on  appropriations 
for  State  grants. 

Under  existing  provisions  of  the  Social  Security  Act,  any  excess  of 
collections  over  expenses  remaining  in  the  Employment  Security 
Administration  Account  at  the  end  of  a  fiscal  year  is  credited  to 
the  Federal  unemployment  account — the  so-called  loan  account. 
The  current  balance  in  the  loan  account  is  more  than  adequate  to 
cover  any  anticipated  demands  on  it  during  the  period  covered  by 
the  bill.  The  bill,  therefore,  provides  that  all  amounts  by  which 
collections  during  the  3  transition  years,  fiscal  years  1970,  1971,  and, 

1972,  exceed  costs  during  those  years  would  be  retained  in  the' 
administration  account  rather  than  be  transferred  to  the  loan 
account. 

Under  existing  laws  State  grants  for  administrative  costs  are 
limited  to  95  percent  of  estimated  fiscal  year  collections.  The  bill 
would  increase  this  limit  by  any  unexpended  balance  of  the  transition- 
years’  collections  remaining  in  the  administration  account.  This 
increase  in  the  State  grant  ceiling  would  be  applicable  to  any  fiscal 
year  as  long  as  any  of  the  amounts  collected  in  fiscal  years  1970 
through  1972  remain  in  the  administration  account.  The  actual 
amount  appropriated  for  administrative  costs  in  any  year  would,  of 
course,  continue  to  be  determined  by  congressional  appropriations. 
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DEFINITION  OF  EMPLOYER 

The  present  law  defines  an  ‘ ‘employer”  for  purposes  of  determining 
a  person’s  liability  for  Federal  unemployment  taxes  as  a  person  who 
in  a  calendar  year  has  at  least  four  employees  on  each  of  20  days  in 
that  year,  each  of  the  20  days  occuring  in  a  different  calendar  week. 
Inasmuch  as  this  test  could  not  be  met  until  the  second  calendar 
quarter  of  a  year,  a  change  to  a  quarterly  tax  collection  requires  a 
change  in  the  definition  if  quarterly  payments  are  to  be  required  for 
the  first  calendar  quarter  of  any  year.  Therefore,  under  this  bill  the 
definition  would  be  enlarged  to  include  within  the  definition  a  person 
who  meets  the  test  in  present  law  in  either  a  current  calendar  year  or 
in  the  preceding  calendar  year. 

EFFECTIVE  DATES 

The  changes  made  by  the  bill  relating  to  the  definition  of  employer 
and  to  the  quarterly  collection  of  Federal  unemployment  taxes  would 
be  effective  for  calendar  years  1970  and  thereafter. 

)  The  changes  relating  to  the  amounts  authorized  to  be  available  to 
the  Employment  Security  Administration  Account  would  be  effective 
on  the  date  of  enactment. 

TABLE  I— ESTIMATED  FUTA  COLLECTIONS  UNDER  CURRENT  LAW  AND  PHASED  QUARTERLY  COLLECTIONS,  FISCAL 

YEARS  1970-73 


Amount  collected  (millions) 


Phased 

Fiscal  FUTA  collected  in  (under  Current  quarterly 

year  Wages  paid  in —  quarterly  collections)  law  collections 


1970. 

1971. 


1972 


J973. 


Calendar  year  1969 _ January  1970 _ _  $665.0 

January  to  March  1970 _ April  1970  (1/3) _ 

Fiscal  year  total _  665.0 

April  to  June  1970 _ July  1970  (1/3) _ 

July  to  September  1970 _ October  1970  (1/3) _ 

October  to  December  1970 _ January  1971  (full  and  remainder  of  earlier _ 

quarters). 

January  to  March  1971 _ April  1971  (2/3) _ 

Fiscal  year  total _  695.0 

April  to  June  1971 _ July  1971  (2/3) _ 

July  to  September  1971 _ October  1971  (2/3) _ 

October  to  December  1971 _ January  1972  (full  and  remainder  of  earlier _ 

quarters) 

January  to  March  1972 _ April  1972  (full) _ 

Fiscal  year  total _  725. 0 

April  to  June  1972 _ July  1972  (full) _ 

July  to  September  1972 _ October  1972  (full) _ 

October  to  December  1972 _ January  1973  (full) _ _ 

January  to  March  1973 _ April  1973  (full) _ 

Fiscal  year  total _  755. 0 


$665.  0 

60.3 

725.3 
66.6 
47.7 

520.4 

141.1 

775.8 

142.5 

91.4 
350.0 

241.6 

825.5 
224.4 

135.9 

153. 1 

251.2 

764.6 


Source:  U.S.  Department  of  Labor,  Manpower  Administration. 
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TABLE  II. — ESTIMATED  FEDERAL  UNEMPLOYMENT  TAX  COLLECTIONS  COMPARED  WITH  COSTS  OF  EMPLOYMENT 
SECURITY  ADMINISTRATION  UNDER  CURRENT  LAW  AND  PHASED  QUARTERLY  COLLECTIONS,  FISCAL  YEARS 
1969-72 

(In  millions  of  dollars) 


Fiscal 
year  1969 

Fiscal 
year  1970 

Fiscal 
year  1971 

Fiscal 
year  1972 

FUT  collections: 

Current  law. . . . . . 

Legislative  limitation  on  grants  to  States,  95  percent. 
Phased  quarterly  collections . . 

•  632. 0 
(600.  4) 

665.0 

(631.7) 

725.3 

695.0 
(660. 2) 
775.8 

725.0 
(688.  7) 
825.5 

Employment  security  administrative  costs: 

Grants  to  States . . . 

Federal . . . . . 

>  604. 1 
35.9 

2  657. 7 

2  33.  3 

3  704. 0 

3  32.  8 

3  750. 4 

3  31.  8 

Total... . . . 

Surplus  or  deficit: 

Current  law . . 

Phased  quarterly  collections . 

640.0 

-8.0 

2  691.0 

-26.0 

+34.3 

3  736.  8 

-41.8 

+39.0 

3  782. 2 

-57.2 

+43.3 

1  The  FUT  collection  estimate  was  reduced  from  $652  after  the  budget  had  been  acted  on  by  Congress. 

2  Estimate  included  in  President  Nixon's  budget. 

3  Estimates  provide  for  only  mandatory  increases  in  administrative  costs.  Reductions  in  Federal  costs  due  to  lessened 
need  for  advances  from  revolving  fund,  and  corresponding  reduction  in  interest  charges,  resulting  from  earlier  receipt  of 
income  under  phased  quarterly  collections. 

Source:  Interstate  Conference  of  Employment  Security  Agencies. 


Changes  in  Existing  Law  Made  by  the  Bill,  as  Reported 

In  compliance  with  clause  3  of  Rule  XIII  of  the  Rules  of  the  House 
of  Representatives,  changes  in  existing  law  made  by  the  bill,  as 
reported,  are  shown  as  follows  (existing  law  proposed  to  be  omitted  is 
enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  existing 
law  in  which  no  change  is  proposed  is  shown  in  roman) : 

INTERNAL  REVENUE  CODE  OF  1954 

%  ^  *  H*  H*  Jfc  * 

CHAPTER  23— FEDERAL  UNEMPLOYMENT 

TAX  ACT 


*  *  H:  *  *  * 

SEC.  3306.  DEFINITIONS. 

(a)  Employer. — For  purposes  of  this  chapter,  the  term  “employer”  / 
does  not  include  any  person  unless  on  each  of  some  20  days  during  the  ' 
taxable  yeai  or  during  the  preceding  taxable  year,  each  day  being  in  a 
different  calendar  week,  the  total  number  of  individuals  who  were 
employed  by  him  in  employment  for  some  portion  of  the  day  (whether 
or  not  at  the  same  moment  of  time)  was  4  or  more. 

*  *  %  H*  *  sfc 

CHAPTER  62— TIME  AND  PLACE 
FOR  PAYING  TAX 


Subchapter  A.  Place  and  due  date  for  payment  of  tax. 
Subchapter  B.  Extensions  of  time  for  payment. 
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Subchapter  A — Place  and  Due  Date  for  Payment 

of  Tax 

Sec.  6151.  Time  and  place  for  paying  tax  shown  on  returns. 

Sec.  6152.  Installment  payments. 

Sec.  6153.  Installment  payments  of  estimated  income  tax  by 
individuals. 

Sec.  6154.  Installment  payments  of  estimated  income  tax  by 
corporations. 

Sec.  6155.  Payment  on  notice  and  demand. 

Sec.  6156.  Installment  payments  of  tax  on  use  of  highway  motor 
vehicles. 

[Sec.  6157.  Payment  of  taxes  under  provisions  of  the  Tariff 
Act.] 

Sec.  6157.  Payment  of  Federal  unemployment  tax  on  quarterly  or 
other  time  period  basis. 

[SEC.  6157.  PAYMENT  OF  TAXES  UNDER  PROVISIONS  OF  THE  TARIFF 
ACT. 

[For  collection  under  the  provisions  of  the  Tariff  Act  of  1930  of  the 
taxes  imposed  by  section  4501(b),  and  subchapters  A,  B,  C,  D,  and  E 
of  chapter  38,  see  sections  4504  and  4601,  respectively. “j 

SEC.  6157.  PAYMENT  OF  FEDERAL  UNEMPLOYMENT  TAX  ON  QUAR¬ 
TERLY  OR  OTHER  TIME  PERIOD  BASIS. 

(a)  General  Rule. — Every  person  who  for  the  calendar  year  is  an 
employer  (as  defined  in  section  3306(a))  shall — 

(1)  if  the  person  in  the  preceding  calendar  year  employed  J+  or 
more  employees  in  employment  (within  the  meaning  of  section  3306  (c) 
and  (d))  on  each  of  some  20  days  during  such  preceding  calendar 
year,  each  such  day  being  in  a  different  calendar  week,  compute  the 
tax  imposed  by  section  3301  for  each  of  the  first  three  calendar  quarters 
in  the  calendar  year,  and 

(2)  if  paragraph  (1)  does  not  apply,  compute  the  tax  imposed  by 
section  3301 — 

(4)  for  the  period  beginning  with  the  first  day  of  the  calendar 
year  and  ending  with  the  last  day  of  the  calendar  quarter  (ex¬ 
cluding  the  last  calendar  quarter)  in  which  such  person  becomes 
such  an  employer,  and 

(B)  for  the  third  calendar  quarter  of  such  year,  if  the  period 
specified  in  subparagraph  (A)  includes  only  the  first  two  calendar 
quarters  of  the  calendar  year. 

The  tax  for  any  calendar  quarter  or  other  period  shall  be  computed  as 
provided  in  subsection  (b)  and  the  tax  as  so  computed  shall,  except  as 
otherwise  provided  in  subsections  (c)  and  (d),  be  paid  in  such  manner 
and  at  such  time  as  may  be  provided  in  regulations  prescribed  by  the 
Secretary  or  his  delegate. 

(b)  Computation  of  Tax. — The  tax  for  any  calendar  quarter  or  other 
period  referred  to  in  paragraph  (1 )  or  (2)  of  subsection  (a)  shall  be  com¬ 
puted  by  multiplying  the  amount  of  wages  (as  defined  in  section  3306(b)) 
paid  in  such  calendar  quarter  or  other  period  by  the  number  of  percentage 
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points  ( including  fractional  points)  by  which  the  rate  of  tax  specified  in 
section  3301  exceeds  2.7  percent. 

(c)  Special  Rules  for  Calendar  Years  1970  and  1971— For 
purposes  of  subsection  (a),  the  tax  computed  as  provided  in  subsection 
( b )  for  any  calendar  quarter  or  other  period  shall  be  reduced  ( 1 )  by  66  % 
percent  if  such  quarter  or  period  is  in  1970,  and  ( 2 )  by  33%  percent  if 
such  quarter  or  period  is  in  1971. 

(d)  Special  Rule  Where  Accumulated  Amount  Does  Not 
Exceed  $100.— Nothing  in  this  section  shall  require  the  payment  of  tax 
with  respect  to  any  calendar  quarter  or  other  period  if  the  tax  under  section 
3301  for  such  period,  plus  any  unpaid  amounts  for  prior  periods  in  the 
calendar  year,  does  not  exceed  $100. 

CHAPTER  63— ASSESSMENT 

SEC.  6201.  ASSESSMENT  AUTHORITY. 

m  Estimated  Income  Tax. — No  unpaid  amount  of  estimated 
tax  under  section  6153  or  6154  shall  be  assessed.] 

(6)  Amount  Not  To  Be  Assessed. — 

(1)  Estimated  income  tax. — No  unpaid  amount  of  estimated 
tax  under  section  6153  or  615 %  shall  be  assessed. 

(2)  Federal  unemployment  tax. — No  unpaid  amount  of 
Federal  unemployment  tax  for  any  calendar  quarter  or  other  period 
of  a  calendar  year,  computed  as  provided  in  section  6157,  shall  be 
assessed. 

CHAPTER  64— COLLECTION 
Subchapter  B — Receipt  of  Payment 

Sec.  6311.  Payment  by  check  or  money  order. 

Sec.  6312.  Payment  by  United  States  notes  and  certificates  of  indebtedness. 

Sec.  6313.  Fractional  parts  of  a  cent. 

Sec.  6314.  Receipt  for  taxes. 

Sec.  6315.  Payments  of  estimated  income  tax. 

Sec.  6316.  Payment  by  foreign  currency. 

Sec.  6317.  Payments  of  Federal  unemployment  tax  for  calendar  quarter. 

SEC.  6317.  PAYMENTS  OF  FEDERAL  UNEMPLOYMENT  TAX  FOR  CALEN¬ 
DAR  QUARTER. 

Payment  of  Federal  unemployment  tax  for  a  calendar  quarter  or  other 
period  within  a  calendar  year  pursuant  to  section  6157  shall  be  considered 
payment  on  account  of  the  tax  imposed  by  chapter  23  for  such  calendar 
year. 

******* 
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CHAPTER  66— LIMITATIONS 

♦  *  J|c  $  $  *  $ 

SEC.  6513.  TIME  RETURN  DEEMED  FILED  AND  TAX  CONSIDERED 
PAID. 

(a)  Early  Return  or  Advance  Payment  of  Tax. — For  purposes 
of  section  6511,  any  return  filed  before  the  last  day  prescribed  for  the 
filing  thereof  shall  be  considered  as  filed  on  such  last  day.  For  purposes 
of  section  6511(b)  (2)  and  (c)  and  section  6512,  payment  of  any  portion 
of  the  tax  made  before  the  last  day  prescribed  for  the  payment  of  the 
tax  shall  be  considered  made  on  such  last  day.  For  purposes  of  this 
subsection,  the  last  day  prescribed  for  uling  the  return  or  paying  the 
tax  shall  be  determined  without  regard  to  any  extension  of  time 
granted  the  taxpayer  and  without  regard  to  any  election  to  pay  the 
tax  in  installments. 

*  *  *  *  *  *  * 

(e)  Payments  of  Federal  Unemployment  Tax. — Notwithstanding 
subsection  (a),  for  purposes  of  section  6511  any  payment  of  tax  imposed 
by  chapter  28  which ,  pursuant  to  section  6157 ,  is  made  for  a  calendar 
quarter  or  other  period  within  a  calendar  year  shall,  if  made  before  the 
last  day  prescribed  for  filing  the  return  for  the  calendar  year  ( determined 
without  regard  to  any  extension  of  time  for  filing) ,  be  considered  made  on 
such  last  day. 

*  *  *  *  *  *  * 

CHAPTER  67— INTEREST 

*  *  *  *  *  *  * 

SEC.  6601.  INTEREST  ON  UNDERPAYMENT,  NONPAYMENT,  OR  EXTEN¬ 
SIONS  OF  TIME  FOR  PAYMENT,  OF  TAX. 

******  * 

(k)  Exception  as  to  Federal  Unemployment  Tax. — This  section 
shall  not  apply  to  any  failure  to  make  a  payment  of  tax  imposed  by  section 
8301  for  a  calendar  quarter  or  other  period  within  a  taxable  year  required 
under  authority  of  section  6157. 

C(k)]  (l)  No  Interest  on  Certain  Adjustments. — 

For  provisions  prohibiting  interest  on  certain  adjustments  in  tax, 
see  section  6205(a). 

******* 


SOCIAL  SECURITY  ACT 

******* 
Employment  Security  Administration  Account 
Establishment  of  Account 

Section  901.  (a)  There  is  hereby  established  in  the  Unemployment 
Trust  Fund  an  employment  security  administration  account. 

******* 
Administrative  Expenditures 

(c)(1)  There  are  hereby  authorized  to  be  made  available  for  ex¬ 
penditure  out  of  the  employment  security  administration  account  for 
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the  fiscal  year  ending  June  30,  1964,  and  for  each  fiscal  year  there¬ 
after — 

(A)  such  amounts  (not  in  excess  of  the  limit  provided  by  para¬ 
graph  (3))  as  the  Congress  may  deem  appropriate  for  the  purpose 
of — 

(i)  assisting  the  States  in  the  administration  of  their  un¬ 
employment  compensation  laws  as  provided  in  title  III  (in¬ 
cluding  administration  pursuant  to  agreements  under  any 
Federal  unemployment  compensation  law,  except  the  Tem¬ 
porary  Unemployment  Compensation  Act  of  1958,  as 
amended) , 

(ii)  the  establishment  and  maintenance  of  systems  of 
public  employment  offices  in  accordance  with  the  Act  of 
June  6,  1933,  as  amended  (29  U.S.C.,  secs.  49-49n),  and 

(iii)  carrying  into  effect  section  2012  of  title  38  of  the 
United  States  Code: 

(B)  such  amounts  as  the  Congress  may  deem  appropriate  for 
the  necessary  expenses  of  the  Department  of  Labor  for  the  per¬ 
formance  of  its  functions  under — - 

(i)  this  title  and  titles  III  and  XII  of  this  Act, 

(ii)  the  Federal  Unemployment  Tax  Act, 

(iii)  the  provisions  of  the  Act  of  June  6,  1933,  as  amended, 

(iv)  subchapter  II  of  chapter  41  (except  section  2012)  of 
title  38  of  the  United  States  Code,  and 

(v)  any  Federal  unemployment  compensation  law,  except 
the  Temporary  Unemployment  Compensation  Act  of  1958, 
as  amended. 

The  term  “necessary  expenses”  as  used  in  this  subparagraph  (B)  shall 
include  the  expense  of  reimbursing  a  State  for  salaries  and  other 
expenses  of  employees  of  such  State  temporarily  assigned  or  detailed 
to  duty  with  the  Department  of  Labor  and  of  paying  such  employees 
for  travel  expenses,  transportation  of  household  goods,  and  per  diem 
in  lieu  of  subsistence  while  away  from  their  regular  duty  stations  in 
the  State,  at  rates  authorized  by  law  for  civilian  employees  of  the 
Federal  Government. 

******* 

[(3)  For  purposes  of  paragraph  (1)(A),  the  limitation  on  the 
amount  authorized  to  be  made  available  for  any  fiscal  year  is — - 

[(A)  in  the  case  of  the  fiscal  year  ending  June  30,  1964,  an 
amount  equal  to  95  percent  of  the  amount  estimated  by  the  Secre¬ 
tary  of  the  Treasury  as  the  net  receipts  during  such  fiscal  year 
under  the  Federal  Unemployment  Tax  Act,  and 

[(B)  in  the  case  of  any  fiscal  year  thereafter,  an  amount  equal 
to  95  percent  of  the  amount  estimated  and  set  forth  in  the  Budget 
of  the  United  States  Government  for  such  fiscal  year  as  the  net 
receipts  during  such  year  under  the  Federal  Unemployment  Tax 
Act. 

Each  estimate  of  net  receipts  under  this  paragraph  shall  be  based 
on  a  tax  rate  of  0.4  percent.  The  Secretary  of  the  Treasury  shall  re¬ 
port  his  estimate  under  subparagraph  (A)  to  the  Congress  within 
30  days  after  the  date  of  the  enactment  of  this  paragraph.  Such  report 
shall  be  printed  as  a  House  document.] 
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(3)  For  purposes  oj  paragraph  ( 1)(A ),  the  limitation  on  the  amount 
authorized  to  be  made  available  for  any  fiscal  year  is  an  amount  equal  to  95 
percent  oj  the  amount  estimated  and  set  jorth  in  the  budget  oj  the  United 
States  Government  jor  such  fiscal  year  as  the  net  receipts  during  such  year 
under  the  Federal  Unemployment  Tax  Act;  except  that  this  limitation  is 
increased  by  any  unexpended  amount  retained  in  the  employment  security 
administration  account  in  accordance  with  section  901  (/)  (2)  (B) .  Each 
estimate  oj  net  receipts  under  this  paragraph  shall  be  based  upon  a  tax 
rate  oj  0J+  percent. 

****** 

Determination  of  Excess  and  Amount  To  Be  Retained  in  Employment  Security 

Administration  Account 

(f)(1)  The  Secretary  of  the  Treasury  shall  determine  as  of  the 
close  of  each  fiscal  year  (beginning  with  the  fiscal  year  ending  June  30, 
1961)  the  excess  in  the  employment  security  administration  account. 

(2)  [The]  {A)  Except  as  provided  in  subparagraph  (B),  the  excess 
in  the  employment  security  administration  account  as  of  the  close 
of  any  fiscal  year  is  the  amount  by  which  the  net  balance  in  such  ac¬ 
count  as  of  sucli  time  (after  the  application  of  section  902(b))  exceeds 
the  net  balance  in  the  employment  security  administration  account 
as  of  the  beginning  of  that  fiscal  year  (including  the  fiscal  year  for 
which  the  excess  is  being  computed)  for  which  the  net  balance  was 
higher  than  as  of  the  beginning  of  any  other  such  fiscal  year. 

( B )  With  respect  to  the  fiscal  years  ending  June  30,  1970,  June  30, 
1971,  and  June  30, 1972,  the  balance  in  the  employment  security  adminis¬ 
tration  account  at  the  close  o  f  each  such  fiscal  year  shall  not  be  considered 
excess  but  shall  be  retained  in  the  account  jor  use  as  provided  in  paragraph 
(1)  oj  subsection  ( c ). 

*  H*  *  *  *  * 
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[Report  No.  91—155] 


IN  THE  HOUSE  OE  REPRESENTATIVES 

April  3, 1969 

Mr.  Mills  (for  himself  and  Mr.  Byrnes  of  Wisconsin)  introduced  the  follow¬ 
ing  bill;  which  was  referred  to  the  Committee  on  Ways  and  Means 

April  22, 1969 

Reported  with  amendments,  committed  to  the  Committee  of  the  "Whole  House 
on  the  State  of  the  Union,  and  ordered  to  be  printed 

[Omit  the  part  struck  through  and  insert  the  part  printed  in  italic] 


A  BILL 

To  provide  for  the  collection  of  the  Federal  unemployment  tax 
in  quarterly  installments  during  each  taxable  year;  to  make 
status  of  employer  depend  on  employment  during  preceding 
as  well  as  current  taxable  year;  to  exclude  from  the  compu¬ 
tation  of  the  excess  the  balance  in  the  employment  security 
administration  account  as  of  the  close  of  fiscal  years  1970 
through  1972;  to  raise  the  limitation  on  the  amount  author¬ 
ized  to  be  made  available  for  expenditure  out  of  the  employ¬ 
ment  security  administration  account  by  the  amounts  so 
excluded;  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Beyresenta- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  section  3800  (a)  of  the  Internal  Revenue  Code  of  1954 
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(relating  to  definition  of  employer)  is  amended  to  read  as 
follows : 

“  (a)  Employee. — For  purposes  of  this  chapter,  the 
« 

term  ‘employer’  does  not  include  any  person  unless  on  each 
of  some  20  days  during  the  taxable  year  or  during  the 
preceding  taxable  year,  each  day  being  in  a  different  calen¬ 
dar  week,  the  total  number  of  individuals  who  were  employed 
by  him  in  employment  for  some  portion  of  the  day  (whether 
or  not  at  the  same  moment  of  time)  was  4  or  more.” 

SEC.  2.  COLLECTION  OF  FEDERAL  UNEMPLOYMENT  TAX 
ON  QUARTERLY  OR  OTHER  TIME  PERIOD  BASIS. 

(a)  Quarterly  Payment  of  Federal  Unemploy¬ 
ment  Tax. — Subchapter  A  of  chapter  62  of  the  Internal 
Revenue  Code  of  1954  (relating  to  place  and  due  date  for 
payment  of  tax)  is  amended  by  redesignating  section  64-57- 
fts  64587  and  by  inserting  after  section  6456  the  following 
new  section-:  striking  out  section  6157  and  by  inserting  in 
lieu  thereof  the  following: 

“SEC.  6157.  PAYMENT  OF  FEDERAL  UNEMPLOYMENT  TAX 
ON  QUARTERLY  OR  OTHER  TIME  PERIOD 
BASIS. 

“  (a)  General  Rule. — Every  person  who  for  the  cal¬ 
endar  year  is  an  employer  (as  defined  in  section  3306  (a)  ) 
shall — 

“(1)  if  the  person  in  the  preceding  calendar  year 
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employed  4  or  more  employees  in  employment  (within 
the  meaning  of  section  3306  (c)  and  (d)  )  on  each  of 
some  20  days  during  such  preceding  calendar  year,  each 
such  day  being  in  a  different  calendar  week,  compute 
the  tax  imposed  1  >y7  section  3301  for  each  of  the  first  three 
calendar  quarters  in  the  calendar  year,  and 

“  (2)  if  paragraph  ( 1 )  does  not  apply,  compute  the 
tax  imposed  by  section  3301 — 

“  (A)  for  the  period  beginning  with  the  first 
day  of  the  calendar  year  and  ending  with  the  last  day 
of  the  calendar  quarter  (excluding  the  last  calendar 
quarter)  in  which  such  person  becomes  such  an  em¬ 
ployer,  and 

“(B)  for  the  third  calendar  quarter  of  such 
year,  if  the  period  specified  in  subparagraph  (A) 
includes  only  the  first  two  calendar  quarters  of  the 
calendar  year. 

The  tax  for  any  calendar  quarter  or  other  period  shall  he 
computed  as  provided  in  subsection  (b)  and  the  tax  as  so 
computed  shall,  except  as  otherwise  provided  in  subsection 


-fefy  subsections  (c)  and  (d) ,  he  paid  in  such  manner  and  at 
such  time  as  may  be  provided  in  regulations  prescribed  by  the 
Secretary  or  his  delegate. 

“(b)  Computation  of  Tax. — The  tax  for  any  cal- 
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endar  quarter  or  other  period  referred  to  in  paragraph  (1) 
or  (2)  of  subsection  (a)  shall  he  computed  by  multiplying 
the  amount  of  wages  (as  defined  in  section  3306(b)  )  paid 
in  such  calendar  quarter  or  other  period  by  the  number  of 
percentage  points  (including  fractional  points)  by  which  the 
rate  of  tax  specified  in  section  3301  exceeds  2.7  percent. 

“(c)  Special  Rule  for  Calendar  Years  1970  and 
1971. — For  purposes  of  subsection  (a) ,  the  tax  computed  as 
provided  in  subsection  (b)  for  any  calendar  quarter  or  other 
period  shall  be  reduced  ( 1 )  by  66f  percent  if  such  quarter  or 
period  is  in  1970,  and  (2)  by  33-§-  percent  if  such  quarter  or 
period  is  in  1971.” 

“(d)  Spec i  a  l  Pi  ule  Where  A  ecu  mu  la  ted  A  mo  unt 
Does  Not  Exceed  $100. — Nothing  in  this  section  shall 
require  the  'payment  of  tax  with  respect  to  any  calendar  quar¬ 
ter  or  other  period  if  the  tax  under  section  3301  for  such 
period,  plus  any  unpaid  amounts  for  prior  periods  in  the 
calendar  year,  does  not  exceed  $100 A 

(b)  Assessment  Authority. — Section  6201  (b)  of 
such  Code  (relating  to  assessment  authority)  is  amended  to 
read  as  follows : 

“  (b)  Amount  Not  To  Be  Assessed. — 

“(1)  Estimated  income  tax. — No  unpaid 
amount  of  estimated  tax  under  section  6153  or  6154 
shall  be  assessed. 
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“  (2)  Federal  unemployment  tax. — No  unpaid 
amount  of  Federal  unemployment  tax  for  any  calendar 
quarter  or  other  period  of  a  calendar  year,  computed  as 
provided  in  section  6157,  shall  be  assessed.” 

(c)  Treatment  of  Quarterly  Payment  of  Fed¬ 
eral  Unemployment  Tax. — Subchapter  B  of  chapter  64 
of  such  Code  is  amended  by  adding  at  the  end  thereof  the 
following  new  section : 

“SEC.  6317.  PAYMENTS  OF  FEDERAL  UNEMPLOYMENT  TAX 
FOR  CALENDAR  QUARTER. 

‘‘Payment  of  Federal  unemployment  tax  for  a  calendar 
quarter  or  other  time  period  within  a  calendar  year  pursu¬ 
ant  to  section  6157  shall  be  considered  payment  on  account 
of  the  tax  imposed  by  chapter  23  of  such  calendar  year.” 

(d)  Time  Tax  Considered  Paid. — Section  6513  of 
such  Code  (relating  to  time  return  deemed  filed  and  tax  con¬ 
sidered  paid)  is  amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

“(e)  Payments  of  Federal  Unemployment 
Tax. — Notwithstanding  subsection  (a) ,  for  purposes  of  sec¬ 
tion  6511  any  payment  of  tax  imposed  by  chapter  23  which, 
pursuant  to  section  6157,  is  made  for  a  calendar  quarter  or 
other  period  within  a  calendar  year  shall,  if  made  before 
the  last  day  prescribed  for  filing  the  return  for  the  calendar 
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year  (determined  without  regard  to  any  extension  of  time 
for  filing) ,  be  considered  made  on  such  last  day.” 

(e)  Interest  on  Underpayments  or  Nonpay¬ 
ment  of  Tax. — Section  6601  of  such  Code  (relating  to  in¬ 
terest  on  underpayment  or  nonpayment  of  tax)  is  amended 
by  redesignating  subsection  (k)  as  subsection  (1)  and  by 
adding  a  new  subsection  (k)  to  read  as  follows: 

“(k)  Exception  as  to  Federal  Unemployment 
Tax. — This  section  shall  not  apply  to  any  failure  to  make  a 
payment  of  tax  imposed  by  section  3301  for  a  calendar 
quarter  or  other  period  within  a  taxable  year  required  under 
authority  of  section  6157.” 

(f)  Technical  and  Clerical  Amendments. — 

( 1 )  The  table  of  sections  for  subchapter  A  of  chap¬ 
ter  62  of  the  Internal  Ilevenue  Code  of  1954  is  amended 
by  striking  out 

“Sec.  6157.  Payment  of  taxes  under  provisions  of  the  Tariff 
Act.” 

and  inserting  in  lieu  thereof 

“Sec.  6157.  Payment  of  Federal  unemployment  tax  on  quar¬ 
terly  or  other  time  period  basis.” 

-Seer  OLhSt  Pay  men!  of  taxes  +n  nfer  provisions  of  the  Tariff 
'Aet^ 

(2)  The  table  of  sections  for  subchapter  B  of  chap¬ 
ter  64  of  such  Code  is  amended  by  adding  at  the  end 
thereof  the  following: 

“Sec.  6317.  Payments  of  Federal  unemployment  tax  for  cal¬ 
endar  quarter.” 
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SEC.  3.  EMPLOYMENT  SECURITY  ADMINISTRATION  AC¬ 
COUNT. 

(a)  Paragraph  (3)  of  section  901  (c)  of  the  Social 
Security  Act  is  amended  to  read  as  follows: 

“(3)  For  purposes  of  paragraph  (1)  (A),  the  limita¬ 
tion  on  the  amount  authorized  to  be  made  available  for  any 
fiscal  year  is  an  amount  equal  to  95  percent  of  the  amount 
estimated  and  set  forth  in  the  budget  of  the  United  States 
Government  for  such  fiscal  year  as  the  net  receipts  during 
such  year  under  the  Federal  Unemployment  Tax  Act;  except 
that  this  limitation  is  increased  by  any  unexpended  amount 
retained  in  the  employment  security  administration  account 
in  accordance  with  section  901  (f)  (2)  (B) .  Each  estimate  of 
net  receipts  under  this  paragraph  shall  be  based  upon  a  tax 
rate  of  0.4  percent.” 

(b)  Paragraph  (2)  of  section  901  (f)  of  such  Act  is 
amended  (1)  by  striking  out  “The”  and  inserting  in  lieu 
thereof  “(A)  Except  as  provided  in  subparagraph  (B) , 
the”,  and  (2)  by  adding  at  the  end  thereof  the  following: 

“(B)  With  respect  to  the  fiscal  years  ending  June  30, 
1970,  June  30,  1971,  and  June  30,  1972,  the  balance  in  the 
employment  security  administration  account  at  the  close  of 
each  such  fiscal  year  shall  not  be  considered  excess  but  shall 
be  retained  in  the  account  for  use  as  provided  in  paragraph 
(1)  of  subsection  (c) .” 
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1  SEC.  4.  EFFECTIVE  DATE. 

2  (a)  The  amendments  made  by  the  first  two  sections  of 

3  this  Act  shall  apply  with  respect  to  calendar  years  beginning 

4  after  December  31,  1969. 

5  (h)  The  amendments  made  by  section  3  shall  take  effect 

6  upon  enactment  of  this  Act. 
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o  TAXATION.  Sen.  Javits  inserted  a  Monroe  Co.,  N.Y.,  legislature  resolution/ 

\  relating  to  a  fair  Federal  tax  plan.  p.  S5072.  / 

.  HEALTH.  Sen0  Kennedy  inserted  Sen.  Yarborough's  speech,  "The  Health  Crisis 
in\werica."  pp.  S5083-5.  / 

.  MARKETING  ASSOCIATION.  Received  a  memorial  requesting  the  Congress  to  amend 
the  Agricultural  Marketing  Act  to  make  funds  more  readily  available  to  New 
Mexico  farmers  to  organize  agricultural  marketing  associations.  p.  S5087. 

o  PORK.  Received  from  Wise,  legislature  a  resolution  memorializing  Congress  and 
USDA  to  rescina\the  ban  on  the  use  of  lean  pork  in  venisgfn  sausage.  p.  S5087. 


to  amend  the  Tariff  Schedules  of  the\Cnited  States  so  as  to  prevent  the  pay¬ 
ment  of  multiple  customs  duties  in  knevcase  of  horses  temporarily  exported  for 
the  purpose  of  racing.  Without  amendment,  H.  R.  5833,  to  continue  until  the 
close  of  June  30,  1972,  the  exiting  suspension  of  duty  on  certain  copying  shoe 
lathes.  As  reported,  H.  R.  733/L,  to  amend  \he  Tariff  Schedules  of  the  United 
States  to  provide  that  the  rate  of  duty  on  parts  of  stethoscopes  shall  be  the 
same  as  the  rate  on  stethoscopes.  Without  amendment,  H.  R.  8644,  to  make 
permanent  the  existing  temporary  suspension  of  d\ty  on  crude  chicory  roots. 

With  amendment,  H.  R.  1CX315,  to  extend  through  Deo.  31,  1970,  the  suspension 
of  duty  on  electrodes  for  use  in  producing  aluminumX  Without  amendment,  H.  R. 
10016,  to  continue  unjcil  the  close  of  June  30,  1971,  existing  suspension 
of  duties  for  metal /scrap.  Without  amendment,  H.  R.  1C)IQ7,  to  continue  until 
Sept.  5,  1972,  the/suspension  of  duty  on  imported  istle.  \pp.  H3545-51. 

18.  TAXATION.  Passed  as  reported  H.  R.  9951,  to  provide  for  the  collection  of  the 
Federal  unemployment  tax  in  quarterly  installments  during  each  taxable  year, 
etc.  Rep.  Mills  stated  according  to  Labor  estimates  the  program's  administra¬ 
tive  expenses,  under  the  President's  revised  budget  will  exceed  revenues  from 
the  Federal  Unemployment  Tax  Act  by  about  $26  million.  He  states  this  bill 
"would  provide  temporary  relief  for  this  problem  by  means  of  a  permanent  change 
in  the  law.'.'  pp.  H3551-53. 


AMERICANS.  The  "Daily  Digest"  states  that  a  subcommittee  of  the  Edu 


d  Labor  Committee  "approved  for  full  committee  action  a  clean  bill  in  1 
R.  10767  and  H.  R.  11048,  Older  Americans  Act."  p.  D380. 
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20.  GOVERNMENT  ETHICS.  Rep.  Bennett  spoke  in  support  of  his  resolution  to  e,stablj 

a  Cpurt  of  Ethics  to  hear  complaints  of  unethical  conduct  in  Government  serylce 
and  inserted  the  text  of  the  resolution,  p.  H3558. 


21.  MANPOWERS  Repc  Steiger,  Wisc0,  elaborated  "upon  some  current  problems  Encountered 
in  the  development  and  implementation  of  an  effective  national  manpower  policy 
and  the  remedies  I  propose  in  ray  bill  to  offset  those  problems."  pp.  H3561-4, 


22.  TRADE  POLICY.  'Rep.  Saylor  inserted  a  critique  of  the  report,  "Fixture  U.  S.  Trade 
Policy."  pp.  H13570-3. 


23.  RECREATION.  Received  from  Interior  a  proposed  bill  to  authorize  the  appropria¬ 
tion  of  funds  for  Padre  Island  National  Seashore,  Tex.  u/  H3588. 


24.  RECLAMATION.  Received  from  Interior  a  request  for  the /withdrawal  of  the  applica¬ 
tion  by  the  Cameron  County  Water  Improvement  Districff,  San  Benito,  Tex.,  for  a 
loan  under  the  Small  Reclantation  Projects  Act.  p./H3588. 


25.  WEATHER.  Received  from  the  Office  of  Science  and  Technology,  a  report  on  the 
national  atmospheric  sciences  program,  p.  H35B8. 


26.  PERSONNEL.  Received  from  the  President  a  report  on  the  operation  of  section 
201  (g)  of  the  Revenue  and  Expenditure  Control  Act  of  1968  on  the  number  of 
civilian  officers  and  employees  in  the\dxecutive  branch  of  the  Government  for 
the  quarter  ended  March  31,  1969,  and/ro^:  the  period  of  the  law's  operation 
to  that  date.  p.  H3588. 


27.  LEGISLATIVE  PROGRAM.  The  "Daily  Digest"  states  that  on  Wed.  the  House  will 

consider  the  bill  to  authorize/appropriations  xpr  the  saline  water  conversion 
program,  p.  D379. 


30, 


EXTENSION  OF  REMARKS 


28.  FARM  PRICES.  Rep.  Zwacjd  said  that  "for  the  first  time  dn  1969,  farm  prices 
and  also  farm  parity /has  receded  this  past  month"  and  inserted  a  table  of 
the  relative  parity/percentage  ratings  for  some  basic  farm^produce  for  the 
months  of  March  apn  April,  p.  E3889, 


29.  TRANSPORTATION ./  Rep.  Addabbo  inserted  Maritime  Commissioner  Hearn's  address, 
"America's  Need  for  Waterborne  Regulation  Today",  in  which  he  emphasized  that 
foreign  shipping  interests  must  respect  the  laws  adopted  by  Congress  in 
adopting  pertain  shipping  statutes,  pp.  E3892-4. 


POVERTY^  HUNGER.  Rep.  Charles  Wilson  deplored  the  conditions  "which  tht^ipoor 
in  this  Nation  endure"  and  the  "spectacle  of  Cabinet  members,  whose  agenhies 


are/responsible  for  most  of  the  poverty  program  activities,  promising  to  near 
representatives  of  the  Poor  People's  Campaign  and  then  reneging  on  that  pro- 

- it  _  r  oaa/. 


nise. "  p.  E3904, 


H 
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for  a  temporary  period  the  existing 
suspension  of  duty  on  certain  istle,  which 
was  unanimously  reported  to  the  House 
by  the  cjpmmitee  on  Ways  and  Means. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Arkansas? 

Mr.  BYRNlSS  of  Wisconsin.  Mr.  Speak¬ 
er,  reserving  tAP  right  to  object — and  I 
shall  not  object\l  do  so  in  order  to  yield 
to  the  gentleman,  from  Arkansas,  the 
chairman  of  the  w^ys  and  Means  Com¬ 
mittee,  for  a  brief  explanation.  I  yield 
to  the  gentleman. 

Mr.  MILLS.  I  thanfiymy  friend  for 
yielding. 

Mr.  Speaker,  the  purposeVf  H.R.  10107 
as  introduced  by  our  colleagues  on  the 
Committee  on  Ways  and  Means,  the 
Honorable  James  B.  Utt,  of  California, 
and  the  Honorable  Jackson  E.  B^tts,  o^. 
Ohio,  is  to  continue  until  the  clfc^e  of 
September  5,  1972,  the  existing  sus 
sion  of  duty  on  processed  istle  fiber.  I^le 
fiber  is  one  of  the  best  known  and 
widely  used  of  all  vegetable  brush  fi 

The  duty  on  processed  istle  fiber  hag^ 
been  suspended  on  a  temporary  basis 
since  September  4,  1957.  At  the  time  of 
the  initial  suspension  of  duty,  there  was 
no  domestic  production  of  raw  istle  fiber 
and  an  insignificant  production  of  the 
processed  fiber  from  imported  raw  fiber. 
The  objective  of  the  suspension  of  the 
duty  was  to  reduce  the  burden  of  higher 
prices  on  domestic  users  of  the  fiber  and 
of  the  finished  product. 

The  Committee  on  Ways  and  Means 
is  informed  that  conditions  continue  to 
warrant  the  suspension  of  this  duty. 

The  committee  has  received  no  ob¬ 
jection  to  the  3-year  extension  of  the 
duty  suspension  on  processed  istle  fiber. 

The  committee  is  unanimous  in  recom¬ 
mending  the  enactment  of  H.R.  10107. 

Mr.  BYRNES  of  Wisconsin.  Mr.  Speak¬ 
er,  I  support  H.R.  10107,  a  bill  to  continue 
for  a  3 -year  period — until  September  5, 
1972 — the  existing  suspension  of  duty  on 
processed  istle  fiber.  In  the  absence  of 
this  bill,  the  present  suspension  of  duty 
on  processed  istle  fiber  will  expire  on  Sep¬ 
tember  5  of  this  year. 

Istle  fiber  is  a  vegetable  brush  fiber 
used  principally  in  the  United  States  in 
the  manufacture  of  brushes.  Crude  istl< 
fiber  has  been  admitted  duty  free  sinj 
the  Tariff  Act  of  1930.  Processed  is tie 
fiber  is  subject  to  a  20-percent  ad/val¬ 
orem  duty  under  the  Tariff  Act,  but  that 
duty  has  been  suspended  pursuant  to 
legislation  enacted  in  1957  an/  period¬ 
ically  renewed  since  then. 

Since  the  suspension  of  d6ty  on  istle 
fiber  in  1957,  there  has  been  no  produc¬ 
tion  of  crude  istle  fiber/in  the  United 
States  and  an  insignificant  production  of 
the  processed  fiber  fr< 
fiber.  This  situation  Continues  to  prevail 
today.  The  purpose'  of  duty  free  treat¬ 
ment  in  this  casf/s  to  reduce  the  prices 
of  brushes  and  products  made  from  istle 
fiber  to  consumers  in  the  United  States. 
In  order  to  continue  to  attain  these  ob¬ 
jectives  the/committee  unanimously  rec¬ 
ommends  ^enactment  of  this  legislation. 
No  objection  was  received  from  the  in¬ 
terested" departments  and  agencies  to  this 
legislation  and  I  recommend  its  favor¬ 
able/consideration  by  the  House. 

Speaker,  I  withdraw  my  reserva¬ 
tion  of  objection. 


The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ar¬ 
kansas? 

There  was  no  objection. 

The  Clerk  read  the  bill,  as  follows: 

HJt.  10107 

Be  it  enacted  by  the  Senate  and  House 
of  Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  (a) 
item  903.90  of  the  Tariff  Schedules  of  the 
United  States  (19  U.S.C.,  sec.  1202,  item 
903.90)  is  amended  by  striking  out  “9/5/69” 
and  inserting  in  lieu  thereof  “9/5/72”. 

(b)  The  amendment  made  by  subsection 
(a)  shall  apply  with  respect  to  articles  en¬ 
tered,  or  withdrawn  from  warehouse,  for  con¬ 
sumption,  after  September  5,  1969. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  re¬ 
consider  was  laid  on  the  table. 


SE 


H3551 


COLLECTION  OP  FEDERAL 
UNEMPLOYMENT  TAX 

Mr.  MILLS.  Mr.  Speaker,  I  ask  uani 
jnoliil  consent  for  the  immediate  con-  C. 
^deration  of  the  bill  (H.R.  9951)  to  pro¬ 
vide  for  the  collection  of  the  Federa 
unemployment  tax  in  quarterly  insta 
ten  a  during  each  taxable  year;  to  rndke 
itisNof  einployer  depend  on  employ¬ 
ment  during  preceding  as  well  as  cur¬ 
rent  taxable  year;  to  exclude  fRom  the 
computation  of  the  excess  the  Jemance  in 
the  employment  security  administration 
account  us  of  W close  of  fisg/yfears  1970 
through  1972Tw3  raise  tkp  limitation  on 
the  amount  authorized  yHie  made  avail¬ 
able  for  expenditure  ojitof  the  employ¬ 
ment  security  administration  account  by 
the  amounts  so  excluded;  and  for  other 
purposes,  which  ywas  Ninanimously  re- 
dby  tf 


ported  to  the  Hcgls 


Committte  on 


Ways  and  Meg 

The  Clerk  rSad  the  title  oiSthe  bill,  \ 

The  SPEAKER.  Is  there  Objection  to 
the  request  of  the  gentleman  from 
Arkansas 

Mr.  /BYRNES  of  WisconsiV  Mr. 
Speaker,  reserving  the  right  to  object — ■ 
and/I  shall  not  object — I  do  so  invader 
to/yield  to  the  gentleman  from  Arka? 

Le  chairman  of  the  Committee  on  Way 
4nd  Means,  for  an  explanation  of  this'' 
bill.  I  yield  now  to  the  gentleman  from 
Arkansas 

Mr.  MILLS.  Mr.  Speaker,  I  thank  my 
friend,  the  gentleman  from  Wisconsin, 
for  yielding. 

Mr.  Speaker,  the  purpose  of  H.R.  9951 
is  to  provide  relief  for  an  immediate 
problem  with  respect  to  funding  the  op¬ 
eration  of  the  employment  security  pro¬ 
gram.  This  program  carries  out  the  dual 
operation  of  administering  the  unem¬ 
ployment  insurance  system  and  the  em¬ 
ployment  service. 

Although  Congress  determines  the  ac¬ 
tual  amounts  that  may  be  spent  by  Fed¬ 
eral  and  State  agencies  in  administer¬ 
ing  the  unemployment  insurance  and 
the  employment  service  programs 
through  annual  appropriations,  the 
source  of  funds  to  pay  these  expenses  is 
limited  by  law  to  a  portion  of  the  Fed¬ 
eral  unemployment  tax. 

According  to  estimates  of  the  Depart¬ 
ment  of  Labor,  the  program’s  adminis¬ 
trative  expenses,  under  President  Nix¬ 
on’s  revised  budget  for  fiscal  year  1970, 
will  exceed  revenues  from  the  Federal 


Unemployment  Tax  Act  available  to  0/ 
nance  these  operations  by  about  $26 
million. 

The  bill  we  are  now  considering /ould 
provide  temporary  relief  for  thiy  prob¬ 
lem  by  means  of  a  permanent  change  in 
the  law  which  I  believe  is  desirable  in 
itself.  The  bill  calls  for  a  shift  from  the 
present  method  of  collecting  unemploy¬ 
ment  taxes  on  an  annual"  basis  at  the 
end  of  each  year  to  quarterly  collections 
during  the  year. 

The  bill  specifically  exempts  from  the 
quarterly  payment  Requirement  any  em¬ 
ployer  whose  tax' liability  for  a  collecting 
period  does  no V exceed  $100.  Thus,  no 
employer  would  be  required  to  make  a 
quarterly  payment  until  he  owes  more 
than  $100 /in  Federal  unemployment 
taxes. 

-  The  ip/angeover  from  annual  to  quar¬ 
terly  ^payments  would  be  gradually 
phaspfi-in  over  a  3 -year  period  under  the 
bill/n.  order  to  ease  the  financial  impact 
oi/efnployers.  In  the  first  year,  an  em- 
oyer  with  a  tax  liability  in  excess  of 
'$100  would  deposit  only  one-third  of  his 
quarterly  tax  at  the  end  of  the  first  three 
quarters  and  would  pay  the  remainder 
of  his  tax  with  his  annual  return  at  the 
end  of  the  year.  In  the  second  year,  the 
quarterly  tax  payment  would  be  in¬ 
creased  to  two-thirds  of  the  quarter’s 
tax.  and  beginning  in  the  third  year  and 
thereafter,  the  full  quarterly  amount 
would  be  paid  at  the  end  of  each  quarter. 

Mr.  Speaker,  this  legislation  will  not 
result  in  increasing  the  unemployment 
tax  liability  of  employers.  It  will,  how¬ 
ever,  through  the  speeding  up  of  collec¬ 
tions,  provide  additional  funds  to  finance 
the  employment  security  program  dur¬ 
ing  the  next  3  years.  During  that  time, 
Congress  will  have  an  opportunity  to 
explore  the  alternatives  for  achieving 
a  more  permanent  solution  to  the  prob¬ 
lems  of  funding  the  program.  Indeed, 
this  is  a  matter  which  I  have  discussed 
at  some  length  on  several  occasions  with 
representatives  of  the  Interstate  Con¬ 
ference  of  Employment  Security  Agen¬ 
ts,  and  one  which  they  are  continuing 
to  Study  in  cooperation  with  the  U.S.  De¬ 
partment  of  Labor. 

Mr.  Speaker,  the  committee  unani- 
ously  recommends  enactment  of  this 
legislation. 

BYRNES  of  Wisconsin.  Mr. 
peaker,  I  support  H.R.  9951,  a  bill  to 
•nviriAfov  the  collection  of  the  Federal 
unemployment  tax  in  quarterly  install¬ 
ments  during  each  taxable  year,  and  to 
provide  forWhe  use  of  additional  funds 
resulting  therefrom. 

The  administrative  costs  attributable 
to  the  Federal-State  employment  secur¬ 
ity  progran/fiayeNbeen  increasing  along 
with  other  costs  in  Recent  years.  In  the 
near  future,  Congrest  will  have  to  con¬ 
sider  the  long-range  financing  needs  of 
the  Federal-State  unemployment  system, 
and  in  that  connection  wiH.  want  to  care¬ 
fully  review  the  various  administrative 
costs  of  the  unemployments,  system  to 
which  the  Federal  uh employment  tax  is 
devoted.  However,  the  system  isVresent- 
ed  with  an  immediate  problem  in  that 
the  program’s  administrative  exjc 
will  exceed  the  revenues  from  the  Fed¬ 
eral  unemployment  taxes  by  about  $26 
million  in  fiscal  year  1970,  and  the  de- 
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ficiency  will  increase  in  succeeding  fiscal 
years. 

The  present  bill  will  resolve  the  prob¬ 
lem  for  fiscal  years  1970  through  1972 
by  requiring  that  the  Federal  tax  be  de¬ 
posited  quarterly  by  covered  employers. 
Under  present  law  the  employer  pays  the 
tax  for  the  entire  calendar  year  when  he 
files  his  return  for  that  year  in  the  fol¬ 
lowing  January.  This  legislation  would 
require  employers  whose  tax  in  a  calen¬ 
dar  quarter  exceeds  $100  to  deposit  the 
amount  of  tax  due  on  a  quarterly  basis. 
However,  the  employer  would  continue 
to  file  his  return  annually  in  the  Jan¬ 
uary  following  the  close  of  the  calen¬ 
dar  year. 

As  in  the  past  when  the  committee  has 
enacted  legislation  to  make  taxes  pay¬ 
able  on  a  more  current  basis,  the  com¬ 
mittee  has  phased  in  the  new  rules.  Un¬ 
der  this  bill  an  employer  will  pay  only 
one-third  of  his  taxes  on  a  quarterly 
basis  in  1970,  two-thirds  of  his  taxes  on 
a  quarterly  basis  in  1971,  and  not  until 
1972  will  all  of  his  Federal  unemploy¬ 
ment  taxes  be  paid  on  a  quarterly  basis. 
During  this  period  the  amount  not  paid 
on  a  quarterly  basis  during  the  calendar 
year  will  be  due  when  the  Federal  un¬ 
employment  tax  return  is  filed  in  the  fol¬ 
lowing  January. 

This  legislation  represents  an  improve¬ 
ment  in  the  law  that  will  insure  that  our 
Federal-State  unemployment  system  is 
adequately  financed  in  the  near  future. 
I  urge  that  the  House  take  favorable  ac¬ 
tion  on  this  bill. 

Mr.  Speaker,  I  withdraw  my  reserva¬ 
tion  of  objection. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ar¬ 
kansas? 

There  was  no  objection. 

The  Clerk  read  the  bill,  as  follows: 

H.R.  9951 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  sec¬ 
tion  3306(a)  of  the  Internal  Revenue  Code 
of  1954  (relating  to  definition  of  employer) 
is  amended  to  read  as  follows : 

“(a)  Employee. — For  purposes  of  this 
chapter,  the  term  ‘employer’  does  not  include 
any  person  unless  on  each  of  some  20  days 
during  the  taxable  year  or  during  the  preced¬ 
ing  taxable  year,  each  day  being  in  a  differ¬ 
ent  calendar  week,  the  total  number  of  in¬ 
dividuals  who  were  employed  by  him  in  em¬ 
ployment  for  some  portion  of  the  day 
(whether,  or  not  at  the  same  moment  of 
time)  was  4  or  more.” 

Sec.  2.  Collection  of  Federal  Unemploy¬ 
ment  Tax  on  Quarterly  or  Other 
Time  Period  Basis. 

(a)  Quarterly  Payment  of  Federal  Un¬ 
employment  Tax. — Subchapter  A  of  chapter 
62  of  the  Internal  Revenue  Code  of  1954 
(relating  to  place  and  due  date  for  payment 
of  tax)  is  amended  by  redesignating  section 
6157  as  6158,  and  by  inserting  after  section 
6156  the  following  new  section: 

‘‘Sec.  6157.  Payment  of  Federal  Unemploy¬ 
ment  Tax  on  Quarterly  or 
Other  Time  Period  Basis. 

“(a)  General  Rule. — Every  person  who 
for  the  calendar  year  is  an  employer  (as  de¬ 
fined  in  section  3306(a) )  shall 

“(1)  if  the  person  in  the  preceding  calen¬ 
dar  year  employed  4  or  more  employees  in 
employment  (within  the  meaning  of  section 
3306  (c)  and  (d)  on  each  of  some  20  days 
during  such  preceding  calendar  year,  each 


such  day  being  in  a  different  calendar  week, 
compute  the  tax  imposed  by  section  3301  for 
each  of  the  first  three  calendar  quarters  in 
the  calendar  year,  and 

“(2)  if  paragraph  (1)  does  not  apply,  com¬ 
pute  the  tax  imposed  by  section  3301 — 

“(A)  for  the  period  beginning  with  the 
first  day  of  the  calendar  year  and  ending 
with  the  last  day  of  the  calendar  quarter 
(excluding  the  last  calendar  quarter)  in 
which  such  person  becomes  such  an  em¬ 
ployer,  and 

“(B)  for  the  third  calendar  quarter  of 
such  year,  if  the  period  specified  in  sub- 
paragraph  (A)  includes  only  the  first  two 
calendar  quarters  of  the  calendar  year. 

The  tax  for  any  calendar  quarter  or  other 
period  shall  be  computed  as  provided  in  sub¬ 
section  (b)  and  the  tax  as  so  computed  shall, 
except  as  otherwise  provided  in  subsection 
(c),  be  paid  in  such  manner  and  at  such 
time  as  may  be  provided  in  regulations  pre¬ 
scribed  by  the  Secretary  of  his  delegate. 

_  “(b)  Computation  of  Tax. — The  tax  for 
any  calendar  quarter  or  other  period  referred 
to  in  paragraph  (1)  or  (2)  of  subsection  (a) 
shall  be  computed  by  multiplying  the 
amount  of  wages  (as  defined  in  section 
3306(b))  paid  in  such  calendar  quarter  or 
other  period  by  the  number  of  percentage 
points  (including  fractional  points)  by 
which  the  rate  of  tax  specified  in  section 
3301  exceeds  2.7  percent. 

“(c)  Special  Rule  for  Calendar  Years 
1970  and  1971. — For  purposes  of  subsection 

(a)  ,  the  tax  computed  as  provided  in  sub¬ 
section  (b)  for  any  calendar  quarter  or  other 
period  shall  be  reduced  (1)  by  66%  percent 
if  such  quarter  or  period  is  in  1970,  and  (2) 
by  33%  percent  if  such  quarter  or  period 
is  in  1971.” 

(b)  Assessment  Authority. — Section  6201 

(b)  of  such  Code  (relating  to  assessment 
authority)  is  amended  to  read  as  follows: 

“(b)  Amount  Not  To  Be  Assessed. — 

“(1)  Estimated  income  tax. — No  unpaid 
amount  of  estimated  tax  under  section  6153 
or  6154  shall  be  assessed. 

“  (2)  Federal  unemployment  tax. — No  un¬ 
paid  amount  of  Federal  unemployment  tax 
for  any  calendar  quarter  or  other  period  of  a 
calendar  year,  computed  as  provided  in  sec¬ 
tion  6157,  shall  be  assessed.” 

(c)  Treatment  of  Quarterly  Payment  of 
Federal  Unemployment  Tax. — Subchapter  B 
of  chapter  64  of  such  Code  is  amended  by 
adding  at  the  end  thereof  the  following  new 
section : 

“Sec.  6317.  Payments  of  Federal  Unemploy¬ 
ment  Tax  for  Calendar  Quar¬ 
ter. 

“Payment  of  Federal  unemployment  tax 
for  a  calendar  quarter  or  other  time  period 
within  a  calendar  year  pursuant  to  section 
6157  shall  be  considered  payment  on  account 
of  the  tax  imposed  by  chapter  23  of  such 
calendar  year.” 

(d)  Time  Tax  Considered  Paid. — Section 
6513  of  such  Code  (relating  to  time  return 
deemed  filed  and  tax  considered  paid)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

“(e)  Payments  of  Federal  Unemploy¬ 
ment  Tax. — Notwithstanding  subsection  (a) , 
for  purposes  of  section  6511  any  payment  of 
tax  imposed  by  chapter  23  which,  pursuant 
to  section  6157,  is  made  for  a  calendar  quar¬ 
ter  or  other  period  within  a  calendar  year 
shall,  if  made  before  the  last  day  prescribed 
for  filing  the  return  for  the  calendar  year 
(determined  without  regard  to  any  extension 
of  time  for  filing),  be  considered  made  on 
such  last  day.” 

(e)  Interest  on  Underpayments  or  Non¬ 
payment  of  Tax. — Section  6601  of  such  Code 
(relating  to  interest  on  underpayment  or 
nonpayment  of  tax)  is  amended  by  redecig- 
nating  subsection  (k)  as  subsection  (1)  and 
by  adding  a  new  subsection  (k)  to  read  as 
follows : 
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“(k)  Exception  as  to  Federal  Unemploy¬ 
ment  Tax. — This  section  shall  not  apply  to 
any  failure  to  make  a  payment  of  tax  im¬ 
posed  by  section  3301  for  a  calendar  quarter 
or  other  period  within  a  taxable  year  re¬ 
quired  under  authority  of  section  6157.” 

(f)  Technical  and  Clerical  Amend¬ 
ments. — 

( 1 )  The  table  of  sections  for  subchapter  A 
of  chapter  62  of  the  Internal  Revenue  Code 
of  1954  is  amended  by  striking  out 

“Sec.  6157.  Payment  of  taxes  under  provi¬ 
sions  of  the  Tariff  Act.” 
and  inserting  in  lieu  thereof 
“Sec.  6157.  Payment  of  Federal  unemploy¬ 
ment  tax  on  quarterly  or  other 
time  period  basis.” 

“Sec.  6158.  Payment  of  taxes  under  provi¬ 
sions  of  the  Tariff  Act.” 

(2)  The  table  of  sections  for  subchapter  B 
of  chapter  64  of  such  Code  is  amended  by 
adding  at  the  end  thereof  the  following: 
“Sec.  6317.  Payments  of  Federal  unemploy¬ 
ment  tax  for  calendar  quar¬ 
ter.” 

Sec.  3.  Employment  Security  Administra¬ 
tion  Account. 

(a)  Paragraph  (3)  of  section  901(c)  of  the 
Social  Security  Act  is  amended  to  read  as 
follows : 

“(3)  For  purposes  of  paragraph  (1)(A), 
the  limitation  on  the  amount  authorized  to 
be  made  available  for  any  fiscal  year  is  an 
amount  equal  to  95  percent  of  the  amount 
estimated  and  set  forth  in  the  budget  of  the 
United  States  Government  for  such  fiscal 
year  as  the  net  receipts  during  such  year 
under  the  Federal  Unemployment  Tax  Act; 
except  that  this  limitation  is  increased  by 
any  unexpended  amount  retained  in  the  em¬ 
ployment  security  administration  account  in 
accordance  with  section  901(f)(2)(B).  Each 
estimate  of  net  receipts  under  this  paragraph 
shall  be  based  upon  a  tax  rate  of  0.4  percent.” 

(b)  Paragraph  (2)  of  section  901(f)  of 
such  Act  is  amended  (1)  by  striking  out 
“The”  and  inserting  in  lieu  thereof  “(A) 
Except  as  provided  in  subparagraph  (B), 
the”,  and  (2)  by  adding  at  the  end  thereof 
the  following: 

“(B)  With  respect  to  the  fiscal  years  end¬ 
ing  June  30,  1970,  June  30,  1971,  and  June  30, 
1972,  the  balance  in  the  employment  security 
administration  account  at  the  close  of  each 
such  fiscal  year  shall  not  be  considered  ex¬ 
cess  but  shall  be  retained  in  the  account  for 
use  as  provided  in  paragraph  (1)  of  sub¬ 
section  (c) .” 

Sec.  4.  Effective  Date. 

(a)  The  amendments  made  by  the  first 
two  sections  of  this  Act  shall  apply  with 
respect  to  calendar  years  beginning  after 
December  31,  1969. 

(b)  The  amendments  made  by  section  3 
shall  take  effect  upon  enactment  of  this  Act. 

With  the  following  committee  amend¬ 
ments: 

On  page  2,  beginning  in  line  13,  strike  out 
“redesignating”  and  all  that  follows  through 
line  15,  and  insert:  “striking  out  section  6157 
and  by  inserting  in  lieu  thereof  the  follow¬ 
ing:”. 

On  page  3,  lines  17  and  18,  strike  out  “sub¬ 
section  (c),”  and  insert:  subsections  (c) 
and  (d), 

On  page  4,  strike  out  the  quotation  marks 
at  the  end  of  line  9  and  after  line  9  insert: 

“(d)  Special  Rule  Where  Accumulated 
Amount  Does  Not  Exceed  $100. — Nothing  in 
this  section  shall  require  the  payment  of  tax 
with  respect  to  any  calendar  quarter  or  other 
period  if  the  tax  under  section  3301  for  such 
'period,  plus  any  unpaid  amounts  for  prior 
periods  in  the  calendar  year,  does  not  exceed 
$100.” 

On  page  5,  line  4,  strike  out  “time”. 

On  page  6,  strike  out  the  last  line  of  the 
matter  following  line  9  and  insert  quotation 
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marks  at  the  end  of  the  preceding  line  in 
such  matter. 

The  committee  amendments  were 
agreed  to. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  recon¬ 
sider  was  laid  on  the  table. 

=& 
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OF  INDIVIDUALS 
3.S.  “PUEBLO” 


Mr.  MILLS.  Mr.  Speaker,  I  ask  unani¬ 
mous  consent  for  the\mmediate  con¬ 
sideration  of  the  bill  (H.R\  8654)  to  pro¬ 
vide  that,  for  purposes  of\the  Internal 
Revenue  Code  of  1954,  individuals  who 
wTere  illegally  detained  during  1968  by 
North  Korea  shall  be  treated  ak  serving 
in  a  combat  zone,  which  wasxunani- 
mously  reported  to  the  House  by  the 
Committee  on  Ways  and  Means. 

The  Clerk  read  the  title  of  the  bili 

The  SPEAKER.  Is  there  objection 
the  request  of  the  gentleman  from\ 
Arkansas? 

Mr.  BYRNES  of  Wisconsin.  Mr. 
Speaker,  reserving  the  right  to  object — 
and  I  certainly  do  not  intend  to  object — 
I  do  so  in  order  to  yield  to  the  gentleman 
from  Arkansas,  the  chairman  of  the 
Ways  and  Means  Committee,  for  a  brief 
explanation. 

Mr.  MILLS.  Mr.  Speaker,  I  thank  my 
friend,  the  gentleman  from  Wisconsin, 
for  yielding. 

Mr.  Speaker,  the  purpose  of  H.R.  8654, 
as  reported  by  the  Committee  on  Ways 
and  Means,  is  to  afford  members  of  the 
crew  of  the  U.S.S.  Pueblo,  who  were  il¬ 
legally  detained  by  North  Korea,  the 
same  treatment  for  purposes  of  the  tax 
laws  as  if  they  had  served  in  a  Presi- 
dentially  designated  combat  zone  during 
the  period  of  their  detention  by  North 
Korea. 

Mr.  Speaker,  under  present  law  four 
tax  benefits  are  provided  for  members  of 
our  Armed  Forces  who  are  in  active 
service  in  a  Presidentially  designated 
combat  zone: 

First,  section  112  of  the  Internal  Rev¬ 
enue  Code  presently  provides  an  income 
tax  exclusion  for  pay  received  for  active 
service  by  a  member  of  the  Armed  Forces, 
for  any  month  during  which  he  eithe 
served  in  a  combat  zone  or  was  hospi¬ 
talized  as  a  result  of  wounds,  disease;  or 
injury  incurred  v'hile  serving  in  a /Com¬ 
bat  zone.  In  the  case  of  an  enlisted  per¬ 
son,  the  exclusion  applies  to  all/nis  pay. 
In  the  case  of  a  commissioned  officer, 
the  exclusion  applies  to  up  /o  $500  per 
month  of  his  pay. 

Second,  section  692  of  Ahe  code  pres¬ 
ently  provides  for  a  waiver  of  income 
tax  of  a  member  of  tne  Armed  Forces 
who  dies  while  in  .active  service  in  a 
combat  zone  or  as  a/esult  of  wounds,  dis¬ 
ease,  or  injury  incurred  while  in  service 
in  a  combat  zone:  This  waiver  applies  to 
the  taxable  year  in  which  the  death  oc¬ 
curs  and  als<yto  any  income  tax  for  any 
other  years /which  is  unpaid  at  the  date 
of  his  dea 

ThirdAsection  2201  of  the  code  now 
provides  an  exception  from  the  Federal 
estate^  tax — except  that  part  against 
whian  a  credit  for  State  death  taxes  may 
betaken — for  any  member  of  the  Armed 


Forces  who  is  killed  in  action  while  in 
active  service  in  a  combat  zone  or  who 
dies  as  a  result  of  wounds,  disease,  or 
injury  suffered  while  in  active  service  in 
a  combat  zone. 

Fourth,  and  finally,  Mr.  Speaker,  pres¬ 
ent  section  7508  of  the  code  provides 
for  an  extension  of  time  for  performing 
various  actions  such  as  filing  tax  returns, 
paying  taxes,  or  filing  a  claim  for  credit 
or  refund  of  tax  applicable  to  any  indi¬ 
vidual  who  is  serving  in  the  Armed 
Forces  or  in  support  thereof  in  a  combat 
zone  or  who  is  hospitalized  outside  of 
the  United  States  as  a  result  of  an  injury 
received  while  serving  in  a  combat  zone. 

Mr.  Speaker,  the  applicability  of  the 
four  provisions  I  have  just  enumerated 
is  conditioned  on  the  person  being  in 
service  in  a  combat  zone.  A  combat  zone 
under  present  law  is  defined  as  an  area 
which  the  President  designates  by  Ex¬ 
ecutive  order  as  an  area  in  which  the 
U.S.  Armed  Forces  are  engaged  in  com¬ 
bat.  Vietnam  and  adjacent  waters  is  the 
pnly  area  currently  designated  by  the 
esident  as  a  combat  zone.  As  a  result, 
tlie  four  tax  provisions  discussed  above/ 
currently  are  applicable  only  with  re  ' 
specKto  service  in  Vietnam  or  adjacent 
waters). 

Mr.  Speaker,  in  view  of  the  hardships, 
maltreatment,  and  loss  of  life  incurred 
by  the  Pueblo  crew  during  their  deten¬ 
tion  by  North  Korea  and  the  obvious 
comparabilitjNof  the  hazards  of  combat 
to  the  risks  to  which  they  were  subjected, 
the  Committee  oh  Ways  .and  Means  be¬ 
lieves  it  is  appropriate  ,&>  extend  to  the 
Pueblo  crew  the  sameX^x  benefits  which 
are  available  with  respect  to  service  in 
a  combat  zone.  H.R/  8654,  therefore,  pro¬ 
vides  that  the  crew  of  tne  Pueblo  are  to 
be  treated  as  serving  in  a\Presidentially 
designated  cmnbat  zone  during  the  pe¬ 
riod  that  they  were  illegally  detained  by 
North  Korea.  They  therefore  would  re¬ 
ceive  the  four  tax  benefits  that  presently 
attend  service  in  a  combat  zone.' 

Mr.  .Speaker,  the  Committee  on  Ways 
and  Means  is  unanimous  in  recommend¬ 
ing/approval  of  H.R.  8654  by  the  Houi 
r.  BYRNES  of  Wisconsin.  Mr 

peaker,  I  yield  to  the  gentlewoman  from1 
Washington  (Mrs.  May)  . 

Mrs.  MAY.  Mr.  Speaker,  I  rise  in  sup¬ 
port  of  H.R.  8654,  to  provide  that,  for 
purposes  of  the  Internal  Revenue  Code  of 
1954,  individuals  who  were  illegally  de¬ 
tained  during  1968  by  the  Democratic 
People’s  Republic  of  Korea  shall  be 
treated  as  serving  in  a  combat  zone. 

As  author  of  a  similar  measure,  H.R. 
8653,  I  wish  to  commend  the  esteemed 
chairman  of  the  Committee  on  Ways  and 
Means  for  introducing  this  measure  and 
setting  aside  the  tax  reform  hearings 
long  enough  to  take  up  and  approve  this 
legislation  for  the  personnel  of  the  U.S.S. 
Pueblo. 

H.R.  8654,  Mr.  Speaker,  will  not  only 
correct  an  injustice,  but  it  will  also  pro¬ 
vide  the  officers  and  crewmen  of  the  Pu¬ 
eblo  a  pecuniary  award  as  a  visible  token 
of  our  country’s  gratitude  for  their  serv¬ 
ice  and  as  partial  compensation  for  the 
hardships  they  endured  at  the  hands  of 
the  North  Koreans. 

I  should  like  to  briefly  outline  the  rea¬ 
sons  for  my  introduction  of  legislation 


in  this  area  and  to  explain  the  reason^.- 
this  special  legislation  is  necessary.  / 

I  first  became  aware  of  the  situation' in 
March  of  this  year  when  I  received  a 
letter  from  the  father  of  one  of  the  re¬ 
turned  crewmembers.  A  few  telephone 
calls  to  the  Navy  Department/and  the 
Internal  Revenue  Service  verified  what 
the  sailor’s  father  had  told  hie.  The  82- 
member  crew  of  the  Pueblo/fi ad  discover¬ 
ed  that  after  an  11-nmnth  captivity, 
Uncle  Sam  had  to  levy.,  tax  on  their  pay 
which  they  earned  during  the  period  of 
their  ordeal  in  North.  fCorea. 

It  was  a  quirk  of  fate  that  the  crew 
members  had  foilnd  themselves  in  this 
quandry,  because  had  they  been  officially 
designated  as/prisoners  of  war,  or  had 
they  been  in/Vietnam  at  the  time  of  their 
capture,  tl>^y  would  not  have  been  sub¬ 
jected  to  , such  taxation. 

However,  because  they  happened  to  be 
assigned  to  North  Korean  waters  and  not 
to  Vietnam,  under  the  law  they  were  not 
legally  classified  as  having  served  with- 
ip/  a  .combat  zone.  The  members  of  the 
ueblo  crew,  therefore,  were  not  subject 
to  the  special  tax  treatment  that  would 
have  been  theirs  had  they  been  in  a  hos¬ 
tile  war  area  like  Vietnam.  Yet,  these 
crewmembers  have  been  unfortunate 
enough  to  have  undergone  continuing 
torture  just  as  though  they  had  been 
prisoners  of  war  in  a  combat  zone. 

To  my  way  of  thinking,  Mr.  Speaker, 
a  lessening  of  their  tax  burden  is  a  very 
small  thing  for  us  to  do  for  them  in  re¬ 
turn. 

H.R.  8654  will  provide  the  crew  mem¬ 
bers  of  the  Pueblo,  during  the  period  of 
their  captivity  in  North  Korea,  the  same 
Federal  tax  treatment  that  is  accorded 
members  of  our  Armed  Forces  who  serve 
in  officially  designated  combat  zones.  Its 
enactment,  it  seems  to  me,  is  the  least 
we  can  do  for  the  gallant  officers  and  men 
of  the  Pueblo. 

Mr.  BYRNES  of  Wisconsin.  Mr. 
Speaker,  I  support  H.R.  8654,  a  bill  to 
extend  to  the  crew  of  the  Pueblo  certain 
income  tax  benefits  that  are  available  to 
.  members  of  the  Armed  Forces  serving  in 
a  combat  zone. 

Under  present  law,  the  military  pay 
•eceived  by  enlisted  members  of  the 
irmed  Forces  is  excluded  from  taxable 
indome  for  months  during  which  they 
servbd  in  a  combat  zone.  A  similar  ex¬ 
clusion  limited  to  $500  a  month  is  made 
applicable  to  officers  serving  in  a  combat 
zone.  Additionally,  income  taxes  due 
when  an  individual  dies  while  in  active 
service  in  ascombat  zone  or  as  a  result 
of  wounds,  disease  or  injury  incurred  in 
a  combat  zone'-and  not  paid  at  the  date 
of  death  are  waited.  A  similar  exception 
is  provided  for  Federal  estate  tax.  Final¬ 
ly,  individuals  are  granted  an  extension 
under  present  law  for  filing  tax  returns, 
paying  taxes,  or  filing\  claim  for  credit 
or  refund  while  they  are  serving  in  a 
combat  zone  or  convalescing  from  in¬ 
juries  received  in  a  combaKzone  and  for 
180  days  thereafter. 

Under  the  law,  a  combat  zhne  is  any 
area  designated  by  the  President  by  ex¬ 
ecutive  order  as  an  area  in  whiqh  the 
Armed  Forces  of  the  United  State^  are 
engaged  in  combat.  Vietnam  and  a' 
cent  waters  is  the  only  area  curre 
designated  as  a  combat  zone. 
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Ttie  risks  and  sacrifices  endured  by  the 
Pueblos  crew  during  their  incarceration 
required',  a  sacrifice  on  behalf  of  both 
the  crew  and  their  families  that  was  as 
great  as  any;  they  would  be  subjected  to 
if  the  crew  had  served  in  a  combat  zone. 
The  circumstances  under  which  the 
Pueblo  crew  was, imprisoned  in  Korea  are 
the  kind  of  circumstances  that  are  con¬ 
templated  by  the  combat  pay  exclusion, 
but  the  benefits  of  the  law  are  not  af¬ 
forded  the  crew  due  to  the  definition  of 
a  combat  zone.  This  legislation  will  pro¬ 
vide  that  the  Pueblo  crfew  will  be  con¬ 
sidered  to  have  served  in  av  combat  zone 
during  the  period  of  their  'detention  in 
North  Korea.  The  bill  will  extend  the 
intent  and  philosophy  of  the  cchnbat  pay 
exclusion  to  the  members  of  theVrew  of 
the  U.S.S.  Pueblo.  I  strongly  urte  my 
Colleagues  to  join  me  in  supportingythis 
legislation. 

Mr.  Speaker,  I  withdraw  my  reservl 
tion. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Arkansas? 

There  was  no  objection. 

The  Clerk  read  the  bill,  as  follows: 

H.R.  8654 

Be  it  enacted  by  the  Senate  and  House 
of  %  Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That,  for 
purposes  of  sections  112,  692,  2201,  and  7508 
of  the  Internal  Revenue  Code  of  1954,  indi¬ 
viduals  who  were  illegally  detained  (or  who 
died  while  being  illegally  detained)  by  the 
Democratic  People’s  Republic  of  Korea  at  any 
time  during  the  calendar  year  1968  shall  be 
treated  while  so  detained  as  serving  in  an 
area  designated  by  the  President  of  the 
United  States  by  Executive  order  as  a  combat 
zone  for  purposes  of  section  112  and  during 
the  period  designated  by  the  President  by 
Executive  order  as  the  period  of  combatant 
activities  in  such  zone  for  purposes  of  such 
section. 

Sec.  2.  The  provisions  of  this  Act  shall 
apply— 

(1)  for  purposes  of  section  112  of  such 
Code,  with  respect  to  compensation  received 
for  periods  of  active  service  after  December 
31,  1967,  in  taxable  years  ending  after  such 
date; 

(2)  for  purposes  of  sections  692  and  2201  of 
such  Code,  with  respect  to  decedents  dying 
after  December  31,  1967;  and 

(3)  for  purposes  of  section  7508  of  such ^ 
Code,  with  respect  to  individuals  who  werj  J 
detained  after  December  31,  1967. 

With  the  following  committee  amend¬ 
ment: 

On  page  1,  line  4,  after  “were”  insert;  "re¬ 
moved  from  a  United  States  vessel /Cnd”. 

The  committee  amendment/vas  agreed 
to. 

The  bill  was  ordered  to^be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a/motion  to  recon¬ 
sider  was  laid  on  the  table. 


PERMISSION  /TO  REVISE  AND 
CTEND 

Mr.  MILLS/Mr.  Speaker,  I  ask  unani¬ 
mous  consent  that  I  may  be  permitted  to 
revise  and tend  the  remarks  I  made  in 
connection  with  the  bills  just  passed  and 
also  that  the  sponsors  of  the  bills  desir¬ 
ing  to/ao  so  may  be  permitted  to  include 
theii/ remarks  prior  to  the  passage  of 
eagfi  of  the  bills. 

re  SPEAKER.  Is,  there  objection  to 


the  request  of  the  gentleman  from 
Arkansas? 

There  was  no  objection. 

THE  MYSTERY  OP  THE  77-DAY 

SALE  OF  SECRETARY  KENNEDY’S 

STOCK  OPTION 

(Mr.  PATMAN  asked  and  was  given 
permission  to  address  the  Plouse  for  1 
minute,  to  revise  and  extend  his  remarks 
and  include  extraneous  matter.) 

Mr.  PATMAN.  Mr.  Speaker,  the  Treas¬ 
ury  Department  has  created  as  much 
confusion  as  possible  about  the  Secre¬ 
tary’s  $1.2  million  stock  option  with  the 
Continental -Illinois  National  Bank. 

Through  the  Treasury’s  General  Coun¬ 
sel,  Paul  W.  Eggers,  the  Treasury  De¬ 
partment  has  dropped  a  heavy  curtain 
of  fog  in  hopes  that  the  press  and  the 
Congress  will  be  fooled  about  the  true 
nature  of  this  most  amazing  transac¬ 
tion. 

At  the  time  of  his  confirmation,  Secre- 
iry  Kennedy  attempted  to  indicate  that 
hk  would  either  exercise  or  relinquish 
thk'option  to  buy  30,855  shares  of  Conti- 
nental-Illinois  National  Bank  stock  be 
fore  hdtook  the  oath  of  office.  The  fact 
is  that  Secretary  Kennedy  exercisec^/this 
option  after  he  became  Secretary^ 

The  Treasury’s  General  Counsel  issued 
this  statement  April  29  in  an/effort  to 
confuse  what  \as  happened  qn  the  stock 
option: 

Mr.  Kennedy  exercised  tile  option  and 
within  a  few  days  ^thereafter  sold  all  the 
shares  so  acquired.  Proto  nfy  discussions  with 
the  people  who  handled'  this  sale,  I  deter¬ 
mined  that  this  was  aiVaWs-length  transac¬ 
tion.  Mr.  Kennedy  has  completely  divested 
himself  of  any  interest  whatsoever  in  this 
stock. 

The  Wall  afreet  JournalX  of  Friday 
May  9,  has  thrown  some  important  new 
light  on  Myf  Eggers’  statement. 

The  Wall  Street  Journal  quotes  a 
Treasury  official  as  saying  that  Mr.  l£en- 
nedy  s<M  his  30,855  shares  on  April 

m/  Speaker,  I  know  from  oth> 
sources — and  this  cannot  be  contra¬ 
cted — that  Secretary  Kennedy  notified 
re  Continental-Illinois  National  Bank 
rlate  in  the  afternoon  of  January  22  that 
he  had  decided  to  exercise  his  option  on 
this  stock.  In  other  words,  on  January 
22,  Mr.  Kennedy  cemented  his  legal  right 
to  that  block  of  stock. 

After  that  date — January  22 — the 
value  of  the  bank  stock  became  of  utmost 
importance  to  David  M.  Kennedy. 

Any  time  after  January  22,  the  Secre¬ 
tary  had  control  of  those  30,855  shares. 
They  were  not  in  a  trust.  They  were  con¬ 
trolled  in  such  a  manner  as  to  give  Mr. 
Kennedy  a  direct  pecuniary  interest  in 
the  shares  while  he  served  as  Secretary 
of  the  Treasury. 

Now  the  Wall  Street  Journal  of  last 
Friday  reveals,  from  a  Treasury  source, 
that  this  stock  was  actually  not  disposed 
of  until  April  9.  Mr.  Kennedy  had  the 
right  to  that  stock  and  the  actual  con¬ 
trol  of  it  for  77  days  while  he  served  as 
Secretary  of  the  Treasury  in  the  Cabinet 
of  President  Nixon. 

Mr.  Paul  W.  Eggers  was  engaging  in 
a  blatant  and  disgraceful  effort  to  mis¬ 
lead  the  Congress  and  the  American  pub¬ 


lic  when  he  issued  his  news  release  oi; 
April  29.  Mr.  Eggers  said: 

Mr.  Kennedy  exercised  tbe  option  And 
within  a  few  days  thereafter  sold  the 
shares  so  acquired. 

Now  what  Mr.  Eggers  was  piiffing  was 
a  fast  shuffle  of  dates.  He  was  /sing  some 
of  the  technical  aspects  oV  the  stock 
transaction  to  indicate  that  Secretary 
Kennedy  had  legal  right/to  the  30,855 
shares  for  only  a  few  /lays.  What  Mr. 
Eggers  was  referring /to  was  an  actual 
physical  delivery  of  the  option  on  April  7 
and  the  actual  salmon. April  9. 

But,  what  Mr./Eggers  leaves  out — in 
an  attempt  to  mislead — is  that  Secretary 
Kennedy  decided  to  exercise  that  option 
on  January  £2  and  so  notified  the  bank 
by  telegrar/.  He  did  not  sell  that  stock 
“a  few  dqys  thereafter”  the  January  22 
date  as  .Alleged  by  Mr.  Eggers.  He  sold 
it  77  /ays  later. 

Wl/y  does  Secretary  Kennedy  persist 
in  playing  this  misleading  game  with  the 
Congress  and  the  public?  Why  does  he 
rot  tell  all  the  facts  with  dates,  places, 
/and  times?  And  most  important,  why 
does  he  not  tell  us  who  handled  the 
transaction  and  who  bought  the  stock? 

This  is  a  very  large  block  of  bank 
stock.  It  is  many  more  times  what  is 
normally  traded  on  any  given  day. 
Therefore,  it  was  undoubtedly  a  negoti¬ 
ated  sale.  And,  if  this  is  the  case,  it  is 
essential  that  we  know  all  the  facts  about 
the  negotiations. 

Mr.  Speaker,  it  is  also  important  that 
we  have  firm  information  about  the  ac¬ 
tual  date  that  Secretary  Kennedy  sold 
this  stock.  The  Wall  Street  Journal 
quotes  an  anonymous  Treasury  source 
about  the  April  9  date.  This  may  be  the 
correct  date  but  this  can  be  determined 
only  if  we  are  furnished  essential  papers 
involved  in  the  transaction.  In  light  of 
the  recent  statements  that  have  been 
issued  by  the  Treasury  Department,  it 
would  be  foolish  to  accept  the  report  of 
a  “Treasury  source”  as  the  final  word. 
We  must  have  more  evidence  than  this. 

I  think  it  is  obvious  that  Secretary 
Kennedy  is  fearful  of  making  the  facts 
mown  because  he  realizes  that  the  hold¬ 
ing  of  the  legal  rights  to  this  stock  con- 
stmited  a  violation  of  section  208  of  title 
18  of  the  United  States  Code,  because 
he  was  able  to  affect  its  value  through  of¬ 
ficial  ae^s.  > 

The  penalty  for  violation  of  this  sec¬ 
tion  is  a  fine  of  not  more  than  $10,000 
and  a  prison  term  of  not  more  than  2 
years  or  botli\ 

He  also  kno^s  that  the  exercising  of 
the  option  and  the  buying  and  the  sell¬ 
ing  of  the  stock  and  other  activities  he 
has  engaged  in  are  questionable  practices 
under  section  1003  fif  title  31  of  the 
United  States  Code.  A\person  violating 
this  section  “shall  be  deemed  guilty  of  a 
high  misdemeanor  and  Xprfeit  to  the 
United  States  the  penalty  of  $3,000,  and 
shall  upon  conviction  be  rerhoved  from 
office,  and  forever  thereafter\be  inca¬ 
pable  of  holding  any  office  under  the 
United  States.”  This  section  is  trailed  di¬ 
rectly  back  to  the  original  act  of  Septem¬ 
ber  2,  1789,  which  created  the  Treasury 
Department  and  which  set  out  provisions 
to  prevent  conflicts  of  interest  in  that 
Department. 
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Read  twice  and  referred  to  the  Committee  on  Finance 


AN  ACT 

To  provide  for  tlie  collection  of  the  Federal  unemployment 
tax  in  quarterly  installments  during  each  taxable  year;  to 
make  status  of  employer  depend  on  employment  during 
preceding  as  well  as  current  taxable  year;  to  exclude 
from  the  computation  of  the  excess  the  balance  in  the 
employment  security  administration  account  as  of  the 
close  of  fiscal  years  1970  through  1972;  to  raise  the  limi¬ 
tation  on  the  amount  authorized  to  he  made  available  for 
expenditure  out  of  the  employment  security  administra¬ 
tion  account  by  the  amounts  so  excluded;  and  for  other 
purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  B.epresenta- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  section  3306  (a)  of  the  Internal  Revenue  Code  of  1954 
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(relating  to  definition  of  employer)  is  amended  to  read  as 
follows : 

“  (a)  Employee. — Eor  purposes  of  this  chapter,  the 
term  ‘employer’  does  not  include  any  person  unless  on  each 
of  some  20  days  during  the  taxable  year  or  during  the 
preceding  taxable  year,  each  day  being  in  a  different  calen¬ 
dar  week,  the  total  number  of  individuals  who  were  em¬ 
ployed  by  him  in  employment  for  some  portion  of  the  day 
(whether  or  not  at  the  same  moment  of  time)  was  4  or 
more.” 

SEC.  2.  COLLECTION  OF  FEDERAL  UNEMPLOYMENT  TAX 
ON  QUARTERLY  OR  OTHER  TIME  PERIOD  BASIS. 

(a)  Quarterly  Payment  of  Federal  Unemploy¬ 
ment  Tax. — Subchapter  A  of  chapter  62  of  the  Internal 
Revenue  Code  of  1954  (relating  to  place  and  due  date  for 
payment  of  tax)  is  amended  by  striking  out  section  6157 
and  by  inserting  in  lieu  thereof  the  following : 

“SEC.  6157.  PAYMENT  OF  FEDERAL  UNEMPLOYMENT  TAX 
ON  QUARTERLY  OR  OTHER  TIME  PERIOD 
BASIS. 

“  (a)  General  Rule. — Every  person  who  for  the  cal¬ 
endar  year  is  an  employer  (as  defined  in  section  3306(a)  ) 
shall — 

“  ( 1 )  if  the  person  in  the  preceding  calendar  year 
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employed  4  or  more  employees  in  employment  (within 
the  meaning  of  section  3306  (c)  and  (d)  )  on  each  of 
some  20  days  during  such  preceding  calendar  year,  each 
such  day  being  in  a  different  calendar  week,  compute 
the  tax  imposed  by  section  3301  for  each  of  the  first 
three  calendar  quarters  in  the  calendar  year,  and 

“  (2)  if  paragraph  (1)  does  not  apply,  compute  the 
tax  imposed  by  section  3301 — 

“  (A)  for  the  period  beginning  with  the  first 
day  of  the  calendar  year  and  ending  with  the  last 
day  of  the  calendar  quarter  (excluding  the  last 
calendar  quarter)  in  which  such  person  becomes 
such  an  employer,  and 

“(B)  for  the  third  calendar  quarter  of  such 
year,  if  the  period  specified  in  subparagraph  (A) 
includes  only  the  first  two  calendar  quarters  of  the 
calendar  year. 

The  tax  for  any  calendar  quarter  or  other  period  shall  be 
computed  as  provided  in  subsection  (b)  and  the  tax  as  so 
computed  shall,  except  as  otherwise  provided  in  subsections 
(c)  and  (d) ,  be  paid  in  such  manner  and  at  such  time 
as  may  be  provided  in  regulations  prescribed  by  the  Secre¬ 
tary  or  his  delegate. 

“(b)  Computation  of  Tax.— The  tax  for  any  cal- 
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endar  quarter  or  other  period  referred  to  in  paragraph  (1) 
or  (2)  of  subsection  (a)  shall  be  computed  multiplying 
the  amount  of  wages  (as  defined  in  section  3306(h)  )  paid 
in  such  calendar  quarter  or  other  period  by  the  number  of 
percentage  points  (including  fractional  points)  by  which  the 
rate  of  tax  specified  in  section  3301  exceeds  2.7  percent. 

“(c)  Special  Rule  for  Calendar  Years  1970  and 
1971. — For  purposes  of  subsection  (a) ,  the  tax  computed  as 
provided  in  subsection  (b)  for  any  calendar  quarter  or  other 
period  shall  be  reduced  ( 1 )  by  66f  percent  if  such  quarter  or 
period  is  in  1970,  and  (2)  by  33^-  percent  if  such  quarter  or 
period  is  in  1971. 

“  (d)  Special  Rule  Where  Accumulated  Amount 
Does  Not  Exceed  $100. — Nothing  in  this  section  shall 
require  the  payment  of  tax  with  respect  to  any  calendar  quar¬ 
ter  or  other  period  if  the  tax  under  section  3301  for  such 
period,  plus  an}^  unpaid  amounts  for  prior  periods  in  the 
calendar  year,  does  not  exceed  $100.” 

(b)  Assessment  Authority.— Section  6201  (b)  of 
such  Code  (relating  to  assessment  authority)  is  amended  to 
read  as  follows: 

“  (b)  Amount  Not  To  Be  Assessed. — 

“(1)  Estimated  income  tax.— No  unpaid 
amount  of  estimated  tax  under  section  6153  or  6154 
shall  be  assessed. 
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“  (2)  Federal  unemployment  tax. — No  unpaid 
amount  of  Federal  unemployment  tax  for  any  calendar 
quarter  or  other  period  of  a  calendar  year,  computed  as 
provided  in  section  6157,  shall  be  assessed.” 

(c)  Treatment  of  Quarterly  Payment  of  Fed¬ 
eral  Unemployment  Tax. — Subchapter  B  of  chapter  64 
of  such  Code  is  amended  hy  adding  at  the  end  thereof  the 
following  new  section : 

“SEC.  6317.  PAYMENTS  OF  FEDERAL  UNEMPLOYMENT  TAX 
FOR  CALENDAR  QUARTER. 

“Payment  of  Federal  unemployment  tax  for  a  calendar 
quarter  or  other  period  within  a  calendar  year  pursuant  to 
section  6157  shall  be  considered  payment  on  account  of  the 
tax  imposed  by  chapter  23  of  such  calendar  year.” 

(d)  Time  Tax  Considered  Paid.— Section  6513  of 
such  Code  (relating  to  time  return  deemed  filed  and  tax  con¬ 
sidered  paid)  is  amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

“(e)  Payments  of  Federal  Unemployment 
Tax. — Notwithstanding  subsection  (a) ,  for  purposes  of  sec¬ 
tion  6511  any  payment  of  tax  imposed  by  chapter  23  which, 

,  r  r  r  r  #  f.  '  r  rj  V  *rr|t  TGfT»A  O  f 

pursuant  to  section  6157,  is  made  for  a  calendar  quarter  or 

.  •  •  r(  ■  .  Ti  r  ,, 

other  period  within  a  calendar  year  shall,  if  made  before 
the  last  day  prescribed  for  filing  the  return  for  the  calendar 
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1  year  (determined  without  regard  to  any  extension  of  time 

2  for  filing) ,  be  considered  made  on  such  last  day.” 

3  (e)  Interest  on  Underpayments  or  Nonpay- 

4  ment  or  Tax. — Section  6601  of  such  Code  (relating  to 

5  interest  on  underpayment  or  nonpaj^ment  of  tax)  is 

6  amended  by  redesignating  subsection  (k)  as  subsection  (1) 

7  and  by  adding  a  new  subsection  (k)  to  read  as  follows: 

8  “(k)  Exception  as  to  Federal  Unemployment 

9  Tax. — This  section  shall  not  apply  to  any  failure  to  make 

10  a  payment  of  tax  imposed  by  section  3301  for  a  calendar 

11  quarter  or  other  period  within  a  taxable  year  required 

12  under  authority  of  section  6157.” 

13  (f)  Technical  and  Clerical  Amendments. — 

14  (1)  The  table  of  sections  for  subchapter  A  of 

15  chapter  62  of  the  Internal  Revenue  Code  of  1954  is 

16  amended  by  striking  out 

“Sec.  6157.  Payment  of  taxes  under  provisions  of  the  Tariff 
Act.” 

17  and  inserting  in  lieu  thereof 

“Sec.  6157.  Payment  of  Federal  unemployment  tax  on  quar¬ 
terly  or  other  time  period  basis.” 

18  (2)  The  table  of  sections  for  subchapter  B  of 

19  chapter  64  of  such  Code  is  amended  by  adding  at  the 

20  end  thereof  the  following: 

“Sec.  6317.  Payments  of  Federal  unemployment  tax  for  cal¬ 
endar  quarter.” 
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1  SEC.  3.  EMPLOYMENT  SECURITY  ADMINISTRATION  AC- 

2  COUNT. 

3  (a)  Paragraph  (3)  of  section  901  (c)  of  the  Social 

4  Security  Act  is  amended  to  read  as  follows: 

5  “(3)  For  purposes  of  paragraph  (1)  (A),  the  limita- 

6  tion  on  the  amount  authorized  to  be  made  available  for  any 

7  fiscal  year  is  an  amount  equal  to  95  percent  of  the  amount 

8  estimated  and  set  forth  in  the  budget  of  the  United  States 
0  Government  for  such  fiscal  year  as  the  net  receipts  during 

10  such  year  under  the  Federal  Unemployment  Tax  Act;  except 

11  that  this  limitation  is  increased  by  any  unexpended  amount 
13  retained  in  the  employment  security  administration  account 
13  in  accordance  with  section  901  (f)  (2)  (B) .  Each  estimate  of 
14=  net  receipts  under  this  paragraph  shall  be  based  upon  a  tax 
I5  rate  of  0.4  percent.” 

10  (b)  Paragraph  (2)  of  section  901  (f)  of  such  Act  is 

1^  amended  (1)  by  striking  out  “The”  and  inserting  in  lieu 
13  thereof  “(A)  Except  as  provided  in  subparagraph  (B), 
1^  the”,  and  (2)  by  adding  at  the  end  thereof  the  following: 

“  (B)  With  respect  to  the  fiscal  years  ending  June  30, 
31  1970,  June  30,  1971,  and  June  30,  1972,  the  balance  in  the 
33  employment  security  administration  account  at  the  close  of 

no 

each  such  fiscal  year  shall  not  be  considered  excess  but  shall 


8 

1  be  retained  in  the  account  for  use  as  provided  in  paragraph 

2  (1)  of  subsection  (c) .” 

3  SEC.  4.  EFFECTIVE  DATE. 

4  (a)  The  amendments  made  by  the  first  two  sections  of 

5  this  Act  shall  apply  with  respect  to  calendar  years  beginning 

6  after  December  31,  1969. 

7  (b)  The  amendments  made  by  section  3  shall  take  effect 

8  upon  enactment  of  this  Act. 

Passed  the  House  of  Representatives  May  13,  1969. 

Attest:  W.  PAT  JENNINGS, 

Clerk. 
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SENATE 

JNSERVAT10N.  Passed  as  reported  S.  1790,  the  Great  Plains  conservation 
1.  Sen.  Mansfield  quoted  from  the  committee  report:  "This  bill  woi/ld 
2nd  the  Great  Plains  conservation  program  for  10  years  and  enlarge'  its 
scopes  in  a  number  of  minor  respects.  The  program  is  one  under  whidn  the 
Secretary  enters  into  conservation  cost  sharing  contracts  of  up  tc/ 10  vears 
with  producers  in  counties  susceptible  to  wind  erosion  in  the  States  of 
Colorado,  NCansas ,  Montana,  Nebraska,  New  Mexico,  North  Dakota,  /Oklahoma ,  South 
Dakota,  Tex^s ,  and  Wyoming."  pp.  S7199-202 

Passed  as  reported  S.  1076,  to  establish  a  Youth  Conservation  Corps  in 
the  Departments^ of  the  Interior  and  Agriculture.  Sen.  Mansfield  quoted  from 
the  committee  report:  "The  purpose  of  this  legi  s  lation  /.  .  i  s  to  establish 
a  pilot  Youth  Conservation  Corps  program  for  young  men  /nd  women,  14- -18 
years  of  age.,  who  wbmld  participate  in  summer  work  and/  educational  projects 
in  our  national  parksS,  forests,  recreation  areas,  wi/dlife  refuges,  and  other 
public  lands  administered  by  the  Departments  of  thy^lnterior  and  Agriculture 
for  periods  up  to  90  da>\. ..The  bill  authorizes  appropriations  to  support 
a  3-vear  pilot  program  for\approximately  3000  y</uth  each  year."  pp.  S7202-4 


12.  TAXATION.  The  Finance  Committee  reported  with  amendment  H.  R.  9951,  relative 
to  the  collection  of  Federal  unemployment  tax  (S.  Rept.  91-281).  p.  S7214 
Sen.  Metcalf  expressed  his  wil\ingness  f/r  the  present  income  tax  with- 
holding  rates  to  be  continued  for  >)0  days'  so  that  any  proposal  to  extend 
the  surcharge  can  be  considered  simultaneously  with  comprehensive  tax  reform, 
p.  S7225 


13.  RESEARCH.  The  Aeronautical  and:  Spac/ ScielYccs  Committee  reported  with 

amendment  H.  R.  11271,  to  autnori/ze  appropriations  to  the  National  Aeronautics 
and  Space  Administration  for  research  and  development,  construction  of 
facilities,  and  research  and  program  management:  (S.  Rept.  91-282)  (p.  S7214)  . 
Includes  in  the  Space  Applications  program  f or ^cooperation  with  this  Depart¬ 
ment  in  determining  the  spectrum  of  remote  s en so rv.  requirements  necessary 
to  apply  space  techno  logy/ to  the  fields  of  agriculture,  forestry,  oceano¬ 
graphy,  meterologv,  etc. 

Passed  with  amendment  H.  R.  12167,  fiscal  1970  authorizations  for  the  Atomic 
Energy  Commission.  Lncludes  funds  for  isotopes  development  program  involving 
use  of  radioisotope/  for  combating  environmental  pollution  and  for  the  preser¬ 
vation  of  food  by /radiation .  S.  241b,  a  similar  bill,  was\postponed  indefi¬ 
nitely.  pp.  S72J/5-71 

14.  EXPORT  CONTROL/  Passed  without  amendment  S.  J.  Res.  122,  to  provide  for  a 

temporary  ex/ension  of  the  authority  conferred  by  the  Export  Concyrol  Act 
of  1949.  S7204 


RECREATION.  Passed  as  reported  S.  621,  to  provide  for  the  establishment  of 
the  An/stle  Islands  National  Lakeshore,  Wise.  pp.  S7212-14 

Passed  with  amendments  S.  1708,  to  amend  the  Land  and  Water  Conservatic 
Funa  Act  of  1965  by  authorizing  the  sale  of  surplus  Federal  properties  at  mess 
than  the  full  50  percent  of  fa.ir  market  value  which  is  required  under  preser 
taw.  pp.  S7271-2,  S7280-2 


16. 


AP\R  OP  RELATIONS.  Sen.  Williams,  Del.,  submitted  and  discussed  two  amendments 
he\in tends  to  propose  to  the  USDA  appropriation  bill.  He  stated  that  one  /  / 
amendment  would  place  a  limit  of  $20,000  on  farm  payments  and  the  other  \yOuld 
repea\  the  "snap-back"  provision.  He  inserted  a  list  of  the  1968  total, 
payments  of  $60,000  and  over  under  ASCS  programs  (excluding  price  support 
loans).  \pp.  S7224-5,  S7275-80 

H.  R.  1IS582,  the  Treasury-Post  Office  appropriation  bill  was  madj/  the 
unf ini  shed  \usiness .  p.  S7282 


APPALACHIA.  THte  "Daily  Digest"  states  that  the  Public  Works  Committee  voted 
to  report  (but  did  not  actually  report)  S.  1072,  the  "proposed  Appalachian 
Regional  Development  Act  Amendments  of  1969.  As  approved  by  the  committee 
the  bill  would  provide:  (1)  $294  million  for  fiscal  years'  1970  and  1971 
for  Appalachian  regronal  development,  including  extension!  of  Appalachian  deve 
ment,  including  extension  of  Appalachian  highway  systepx  (2)  $285  million  for 
fiscal  years  1970  and  p)71  for  extension  of  authority  of  the  Live  regional 


commissions,  not  more  tlpn  $100  million  of  which  co/fld  be  u peer  for  regional 


development  transportation  system,  and  (3)  1  -year  /UxtensiQfP  of  title  1  of 
the  Public  Works  and  Economic  Development  Act  piyfviding  public  works  grants 
through  the  Economic  Development  Admini  s  tratioy. "  p.  D559 


18.  WATER  POLLUTION.  The  "Daily  Digest"  states  a'  subcommi ttee  of  the  Public  Works 
Committee  approved  for  full  commiyttee  consideration  with  amendments  S.  7, 
proposed  Water  Quality  Improvement's.. Act  ow  1969.  p.  D559 


19.  INTEREST  RATES.  Sen.  Montoya  stated 


effect  of  the  raise  in  interest  rates 


"will  spread  far  and  wide- -to  the  nr/nyef  homebuilders,  homeowners,  small 


businessmen,  farmers,  and  others. "// pp.  \S7227-9 


20.  WATER.  Sen.  Murphy  inserted  an  a/ticle  by  former  Assistant  Secretary  of 

Agriculture  Earl  Coke  in  suppo/t  of  legislation  to  modernize  the  "archaic 
100 -acre  limitation  provision/of  our  reclamation  regulations."  p.  S7235 


21.  TIMBER;  FORESTRY.  Sen.  Mon/ova  stated  that  it  is\the  Forest  Service  which 
is  "largely  responsible  yo r  the  conditions  which  c^re  depriving  producers 
of  raw  material  they  can  operate  profitably."  He  announced  hearings  in 
order  to  seek  "an  accenting  from  the  Secretary  of  Apiculture  for  the 


! 


conduct  of  the  Fores/  Service."  p.  S7237 


POVERTY.  Sen. 
Society's  Poor 


Goo/ell  inserted  a  review  of  Dr.  Levitan's 


iw:  A  New  Approach  to  Poverty, 


pp. 


ook, 
S725\-55 


'The  Great 


23.  GRAINS.  Sen.  /ruska  spoke  in  support  of  proposed  legislation  \o  authorize 
the  Commodity  Credit  Corporation  to  insure  loans  made  to  farmers  for  the 
construction  or  purchase  of  facilities  for  storage  of  grain  on  t\e  farm, 
p.  S7255 

Sen.  Hartke  criticized  the  International  Grains  Arrangement  and  stated  that 
the  "bagh  prices  extablished  by  the  new  convention  have  encouraged  uneconomi¬ 


cal  Production  of  wheat  abroad."  pp.  S7257-61 


24.  Elm. ATI ON.  Sen.  Murphy  inserted  his  testimony  in  favor  of  Federal  aid  to 


'ducation  in  impacted  areas.  pp.  S7261-5 


Calendar  No.  272 


91st  Congress  ) 

SENATE 

j  Report 

1st  Session  f 

(  No.  91-281 

COLLECTION  OF  FEDERAL  UNEMPLOYMENT  TAX 


Jtjne  26,  1969. — Ordered  to  be  printed 


Mr.  Long,  from  the  Committee  on  Finance, 
submitted  the  following 

REPORT 

[To  accompany  H.R.  9951] 

The  Committee  on  Finance,  to  which  was  referred  the  bill  (H.R. 
9951)  to  provide  for  the  collection  of  the  Federal  unemployment  tax 
in  quarterly  installments  during  each  taxable  year;  to  make  status 
of  employer  depend  on  employment  during  preceding  as  well  as 
current  taxable  year;  to  exclude  from  the  computation  of  the  excess 
the  balance  in  the  employment  security  administration  account  as  of 
the  close  of  fiscal  years  1970  through  1972;  to  raise  the  limitation  on 
the  amount  authorized  to  be  made  available  for  expenditure  out  of 
the  employment  security  administration  account  by  the  amounts  so 
excluded;  and  for  other  purposes,  having  considered  the  same,  reports 
favorably  thereon  with  an  amendment  and  recommends  that  the  bill 
as  amended  do  pass. 

SUMMARY  OF  THE  BlLL  AS  PASSED  BY  THE  HOUSE 

The  House  bill  would — 

(1)  Require  that  Federal  unemployment  taxes  be  paid  quar¬ 
terly,  rather  than  annually  as  under  present  law; 

(2)  Phase  in  the  transition  from  an  annual  to  quarterly  basis 
over  a  3-year  period; 

(3)  Exempt  an  employer  from  the  quarterly  requirement  if 
his  cumulative  tax  liability  is  $100  or  less;  and 

(4)  Make  certain  other  changes  to  assure  that  the  accelerated 
revenues  collected  could  be  used  for  State  and  Federal  admin¬ 
istrative  expenses. 


98-010 — 69 - 1 
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Summary  of  Amendment 

The  amendment  reported  by  the  committee  adds  provisions  to  the 
Internal  Revenue  Code  relating  to  the  tax  consequences  of  making  or 
offering  improper  payments  by  private  foundations  to  Government 
officials.  In  such  cases:  (1)  the  foundation  making  the  improper  pay¬ 
ment  is  to  lose  its  exempt  status  and  contributions  to  it  are  no  longer 
to  be  deductible,  (2)  a  tax  of  100  percent  of  the  amount  received  is  to 
be  imposed  upon  the  Government  official  receiving  this  payment,  and 
(3)  in  certain  circumstances  a  tax  of  100  percent  of  the  amount  in¬ 
volved  is  to  be  imposed  upon  the  foundation  manager  or  managers 
responsible  for  the  payment. 

Accelerated  Collection  of  Federal  Unemployment  Tax 

BACKGROUND 

Under  present  law,  a  3.1 -percent  Federal  unemployment  tax  is  im¬ 
posed  on  employers.  However,  the  employer  receives  a  2.7-percent  ( 
tax  credit  if  his  State  has  an  approved  unemployment  compensation 
program — as  all  States  do. 

The  remaining  0.4  percent,  called  the  net  Federal  tax,  is  used  to 
pay  the  cost  of  Federal  and  State  administration  of  the  unemploy¬ 
ment  insurance  and  employment  service  programs.  Revenues  from  the 
net  Federal  tax  are  first  put  in  an  Employment  Security  Administra¬ 
tion  account  for  current  Federal  and  State  administrative  expenses; 
any  funds  not  used  for  this  purpose  during  the  fiscal  year  are  placed 
in  a  special  loan  account  from  which  States  can  get  advances  when  the 
cost  of  unemployment  benefits  becomes  particularly  heavy. 

The  Congress  through  the  appropriations  process  determines  the 
amounts  for  Federal  and  State  administrative  expenses;  however,  ap¬ 
propriations  for  State  expenses  cannot  exceed  95  percent  of  the  esti¬ 
mated  net  Federal  unemployment  tax  receipts  for  the  fiscal  year. 

An  “employer”  for  purposes  of  the  unemployment  tax  includes  any 
person  who  has  employed  at  least  four  different  persons  for  at  least  1 
day  during  each  of  at  least  20  weeks  during  a  year.  Only  the  first  $3,000 
of  an  employee’s  wages  is  subject  to  the  unemployment  tax. 

Since  the  $3,000  limitation  has  been  in  effect  for  almost  three 
decades,  tax  revenues  today  do  not  grow  as  wages  rise,  but  rather  only 
as  more  workers  enter  the  labor  force.  Administrative  costs,  however, 
do  reflect  wage  increases.  It  is  estimated  that  these  costs  will  exceed 
unemployment  tax  revenues  by  about  $26  million  in  fiscal  year  1970; 
the  deficit  is  expected  to  increase  in  succeeding  years,  since  expenses 
are  increasing  at  a  faster  rate  than  revenues. 

THE  BILL 

H.R.  9951  would  provide  temporary  relief  for  this  problem. 
Basically,  the  bill  would  accelerate  Federal  unemployment  tax  collec¬ 
tions  by  requiring  their  collection  on  a  quarterly  basis.  They  are 
presently  collected  once  annually,  in  January  following  the  year  in 
which  the  wages  are  paid. 

The  change  from  annual  to  quarterly  collections  would  be  phased  in 
over  a  3-year  period  to  ease  the  financial  burden  on  employers.  Even 
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with  this  phasing  in,  the  accelerated  collections  would  permit  projected 
revenues  to  exceed  administrative  costs  in  fiscal  years  1970,  1971,  and 
1972.  This  would  be  possible  not  because  of  any  increase  in  employers’ 
tax  liability,  but  because  of  the  timing  of  collections,  which  would 
occur  sooner  than  under  present  law.  Once  the  transition  to  quarterly 
collections  is  complete,  beginning  with  fiscal  year  1973,  collections 
during  a  fiscal  year  would  only  be  slightly  higher  than  under  present 
law.  They  would  be  higher  because  April  tax  collections  would  be 
credited  to  the  current  fiscal  year  rather  than  to  the  following  fiscal 
year. 

Quarterly  tax  collections  would  result  in  another  advantage  to  the 
unemployment  compensation  program.  Under  the  present  annual 
collection  system,  the  Employment  Security  Administration  account 
has  had  to  borrow  funds  at  interest  in  order  to  make  payments  during 
the  first  part  of  the  fiscal  year.  An  estimated  $5.3  million  in  interest 
costs  will  be  saved  in  1971  and  1972  because  of  the  more  current 
receipt  of  taxes  as  they  are  collected  on  a  quarterly  basis. 

Quarterly  taxpayments 

Beginning  in  calendar  year  1970,  the  Federal  unemployment  tax 
would  be  computed  by  an  employer  during  the  month  following  the 
end  of  each  calendar  quarter.  He  would  not  file  a  quarterly  tax  return 
of  wages  paid,  but  he  would  be  required  to  deposit  the  taxes  due  with  a 
Federal  Reserve  bank  or  other  authorized  depository.  No  deposit 
would  be  required  if  the  employer’s  tax  liability  (plus  any  accumulated 
tax  liability)  was  $100  or  less.  The  employer  would  file  his  tax  return 
annually  by  the  end  of  each  January  (as  under  present  law),  and  at 
that  time  he  would  pay  the  balance  of  the  unemployment  taxes  still 
owed. 

In  order  to  ease  the  adjustment  of  employers  to  the  new  payment 
schedule,  the  change  to  full  quarterly  payments  would  be  made  over  a 
3-year  period.  In  1970,  the  employer  would  only  be  required  to  deposit 
one-third  of  his  quarterly  tax  during  April,  July,  and  October  1970;  he 
would  pay  the  remainder  of  his  tax  when  he  filed  his  1970  tax  return  in 
January  1971.  In  calendar  year  1971,  the  employer  would  be  required 
to  deposit  two-thirds  of  his  quarterly  tax  during  April,  July,  and  Oc¬ 
tober  1971;  he  would  pay  the  remainder  of  his  tax  when  he  filed  his 
)971  tax  return  in  January  1972.  Beginning  in  calendar  year  1972,  the 
mil  quarterly  tax  would  be  deposited  after  each  quarter.  No  deposit 
would  be  required  for  any  quarter  in  which  the  employer’s  tax  liability 
(plus  any  accumulated  tax  liability  for  previous  quarters)  was  $100  ox- 
less . 

The  $100  exemption  is  consistent  with  current  requirements  on 
deposits  of  income  tax  withheld.  Under  Treasury  Department  regula¬ 
tions,  every  employer  who  withholds  more  than  $100  in  employee 
income  taxes  monthly  must  deposit  those  taxes  with  a  Federal  Reserve 
bank  or  other  authorized  bank  within  15  days  after  the  end  of  the 
month. 

The  provision  concerning  cimx ulative  taxes  of  less  than  $100 
would  woi-k  as  follows.  At  the  end  of  each  of  the  first  three  quarters 
of  a  calendar  year,  the  employer  would  compute  his  Federal  unemploy¬ 
ment  tax  liability  of  0.4  percent  of  the  first  $3,000  of  each  worker’s 
annual  wages.  There  would  be  a  2-year  transition  to  this  new  system. 
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Under  it,  in  1970,  lie  would  compute  one- third  of  his  liability;  in 
1971,  he  would  compute  two-thirds.  If  the  resulting;  figure  was  more 
than  $100,  he  would  deposit  the  amount  with  a  Federal  Reserve  bank 
or  other  authorized  depository.  If  the  figure  was  $100  or  less,  he  would 
not  be  required  to  deposit  the  tax  until  his  cumulative  undeposited 
taxes  for  this  and  prior  quarters  totaled  more  than  $100. 

In  January,  the  employer  would  compute  his  Federal  unemploy¬ 
ment  tax  liability  for  the  entire  previous  year;  he  would  subtract 
from  this  the  amounts  he  had  already  deposited  for  the  first  three 
quarters  of  the  previous  year,  and  he  would  make  full  payment  of 
the  remainng  balance,  whether  or  not  it  was  $100  or  less. 

At  the  0.4  percent  net  Federal  tax  rate,  $100  represents  the 
quarterly  tax  on  a  taxable  payroll  of  $25,000.  Since  only  one-third  of 
an  employer’s  quarterly  tax  would  have  to  be  deposited  in  1970, 
in  that  year  only  employers  with  taxable  payrolls  of  more  than 
$75,000  each  quarter  would  be  required  to  make  a  deposit  each  quartet’. 
In  1971,  when  two-thirds  of  the  employer’s  quarterly  tax  would  haw 
to  be  deposited,  only  employers  with  taxable  payrolls  of  more  thak 
$37,500  each  quarter  would  be  required  to  make  a  deposit  each 
quarter. 

For  example,  an  employer  with  a  taxable  payroll  of  $27,000  in  each 
quarter  would  have  a  tax  liability  of  $432  annually,  or  $108  quarterly. 
In  1970,  one-third  of  his  quarterly  liability  would  be  $36;  since  this  is 
less  than  $100,  no  deposit  would  be  required  in  April  1970.  In  July 
1970,  he  still  would  not  be  required  to  make  a  deposit.  But  in 
October  1970,  the  cumulative  amount  of  $108  owed  for  the  first  three 
quarters  woidd  have  to  be  deposited.  In  January  1971,  the  remaining 
$324  of  his  1970  unemployment  tax  liability  would  be  paid  when  the 
annual  tax  return  was  filed. 

In  calendar  year  1971,  two-thirds  of  this  employer’s  quarterly  tax 
liability  would  be  $72;  no  deposit  would  be  required  in  April  1971 
since  this  amount  is  less  than  $100.  In  July  1971,  the  cumulative 
amount  would  be  $144,  and  that  full  amount  would  be  deposited.  No 
deposit  would  be  required  in  October  1971;  the  remaining  $288  of  tax 
liability  would  be  paid  in  January  1972. 

Beginning  in  calendar  year  1972,  this  employer’s  tax  liability  would 
be  $108  in  each  quarter,  and  this  amount  would  be  deposited  aftf 
each  quarter. 

Employment  Security  Administration  account 

Under  the  Social  Security  Act,  unemployment  tax  revenues  in  the 
Employment  Security  Administration  account  not  used  for  State  and 
Federal  administrative  expenses  during  a  fiscal  year  are  transferred 
to  a  special  loan  account  (called  the  Federal  unemployment  account) 
from  which  States  can  get  advances  when  the  cost  of  unemployment 
benefits  becomes  particularly  heavy.  The  current  balance  in  the  loan 
fund  will  be  more  than  adequate  to  meet  the  anticipated  need  ovei 
the  next  few  years.  But  to  insure  that  the  accelerated  tax  revenues 
required  by  the  bill  would  be  available  for  State  and  Federal  adminis¬ 
trative  expenses,  it  is  necessary  to  amend  present  law.  The  bill  accord- 
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ingly  would  provide  that  any  tax  revenues  not  used  during  fiscal  years 
1970,  1971,  and  1972  for  current  State  and  Federal  administrative 
expenses  would  be  retained  in  the  Employment  Security  Administra¬ 
tion  account  for  future  administrative  expenses  rather  than  transferred 
to  the  loan  account. 

Under  existing  law,  grants  to  States  for  administrative  costs  are 
limited  to  95  percent  of  estimated  tax  collections  during  the  fiscal 
year.  The  bill  would  add  to  this  limit  any  revenues  attributable  to, 
but  not  used  in  fiscal  years  1970,  1971,  and  1972  which  remained  in 
the  Employment  Security  Administration  account.  Such  a  provision 
is  necessary  to  assure  that  the  accelerated  tax  revenues  would  be 
available  for  State  administrative  expenses.  The  actual  amount 
appropriated  for  administrative  costs  in  any  fiscal  year  would  con¬ 
tinue  to  be  determined  through  the  congressional  appropriations 
process. 

Definition  of  employer 

\  Present  law  defines  an  employer  for  unemployment  tax  purposes 
is  someone  who  has  four  or  more  employees  “each  of  some  20  days 
during  the  taxable  year,  each  day  being  in  a  different  calendar  week.” 
Since  the  20th  week  of  a  year  comes  in  May,  no  business  under  present 
law  meets  the  statutory  definition  of  an  “employer”  until  then.  In 
order  to  make  possible  the  collection  of  unemployment  taxes  in  April 
for  the  first  quarter  of  the  year,  the  definition  of  “employer”  must 
be  modified.  The  bill  would  broaden  the  definition  of  “employer” 
to  include  employers  who  met  the  definition  in  the  previous  year. 
This  is  the  approach  used  by  most  States,  which  collect  State  un¬ 
employment  taxes  quarterly.  The  Labor  Department  estimates  that 
the  impact  of  this  change  in  the  definition  on  coverage  would  probably 
be  relatively  slight. 

Effective  dates 

The  changes  made  by  the  bill  relating  to  the  definition  of  employer 
and  to  the  quarterly  collection  of  Federal  unemployment  taxes  would 
be  effective  for  calendar  years  1970  and  thereafter. 

The  changes  relating  to  the  availability  of  funds  in  the  Employment 
Security  Administration  account  would  be  effective  on  the  date  of 
enactment. 

Fiscal  impact 

Under  present  law,  State  and  Federal  administrative  costs  are 
expected  to  exceed  tax  collections  by  $26  million  in  fiscal  year  1970, 
and  by  greater  amounts  in  succeeding  fiscal  years.  The  bill  would 
result  in  an  estimated  $34.3  million  surplus  in  fiscal  year  1970,  with 
slightly  larger  surpluses  in  fiscal  years  1971  and  1972.  These  amounts 
are  shown  in  table  1  below.  Table  2  compares  Federal  unemployment 
tax  collections  under  present  law  and  under  the  bill. 
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TABLE  I.— ESTIMATED  FEDERAL  UNEMPLOYMENT  TAX  AND  FEDERAL  AND  STATE  ADMI NISTRATIVE  COSTS,  FISCAL 
YEARS  1969-72,  UNDER  PRESENT  LAW  AND  UNDER  H.R.  9951 

|ln  millions  of  dollars] 


Present  law: 

Unemployment  tax  collections _ 

Administrative  costs: 

State  administrative  costs 1 _ 

Federal  administrative  costs  1 . 

Interest  on  advances . . . 

Subtotal,  administrative  costs . 

Annual  deficit.. . . 

H.R.  9951: 

Unemployment  tax  collections _ 

Administrative  costs: 

State  administrative  costs 1 . 

Federal  administrative  costs 1 . 

Interest  on  advances . . 

Subtotal,  administrative  costs _ 

Annual  surplus  (+)  or  deficit  (— ). 


Fiscal  year— 


1969 

1970 

1971 

1972 

$632. 0 

$665. 0 

$695. 0 

$725. 0 

604. 1 

657.7 

704.0 

750.4 

31.9 

29.1 

30. 1 

30.  a 

4.0 

4.2 

4.4 

4.6 

640.  0 

691.0 

738.5 

785.8 

-8.0 

-26.0 

-43.5 

-60.8 

632.  0 

725.3 

775.8 

825.5 

604. 1 

657.7 

704.0 

750.4 

31.9 

29.1 

30. 1 

30.8 

4.0 

4.2 

2.7 

H 

640.0 

691.0 

736.8 

782.! 

-8. 0  +34. 3  +39. 0  +43. 3 


U970  figures  as  in  revised  budget;  1971  and  1972  projections  provide  only  for  mandatory  increases  in  administrative 
costs. 

TABLE  2.— ESTIMATED  FEDERAL  UNEMPLOYMENT  TAX  COLLECTIONS  UNDER  PRESENT  LAW  AND  H.R.  9951, 

FISCAL  YEARS  1970-73 


Fiscal  year 


Wages  paid  in— 


Amount 

collected 

Tax  collected  in—  (millions) 


Present  law: 

1970.. .. 

1971.. . 

1972.. .. 

1973 _ 

H.R.  9951: 

1970.. .. 


Total,  fiscal  year  1970. 
1971. . . . 


Total,  fiscal  year  1971 
1972.... . 


Total,  fiscal  year  1972 
1973.. . 


Total,  fiscal  year  1973 


Calendar  year  1969 . January  1970 _  $665.0 

Calendar  year  1970... . January  1971 _  695.0 

Calendar  year  1971 . January  1972 .  725.0 

Calendar  year  1972 . January  1973 .  755. 0 


Calendar  year  1970 . 

January-March  1970 . . 

. .  January  1970  . 

_ April  1970 . 

665.0 

60.3 

725.3 

April— June  1970... . 

. July  1970 . . 

66.6 

July-September  1970 . . 

. October  1970 _ 

47.7 

October-December  1970 _ 

. . January  1971.. . 

i  520./ 

January-March  1971. . 

. . April  1971. . . 

141| 

775  8 

April— June  1971 . . . 

. July  1971 . . 

142.5 

July-September  1971 _ 

. October  1971 _ 

91.4 

October-December  1971 . 

. January  1972 . 

i  350. 0 

January-March  1972 . . 

. April  1972 _ 

241.6 

825.5 

April-June  1972 . . 

. July  1972.. . 

224.4 

July-September  1972 . . 

_ October  1972.. . 

135.9 

October-December  1972 . 

_ January  1973 . 

i  153.1 

January-March  1972 . . 

. April  1973 _ 

251.2 

764.6 


1  Includes  all  taxes  due  on  wages  paid  during  the  previous  calendar  year  not  deposited  during  the  previous  year. 
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Improper  Payments  by  Private  Foundations  to  Government 

Officials 

REASONS  FOR  THE  AMENDMENT 

In  recent  months  an  increasing  number  of  instances  have  been  made 
public  in  which  private  foundations  have  made  or  agreed  to  make 
payments,  sometimes  quite  substantial  and  sometimes  for  long  periods 
of  time,  to  various  Government  officials.  Private  foundations,  like 
other  organizations  exempt  under  section  501(c)(3)  of  the  code,  enjoy 
tax  privileges  of  several  types.  Typically,  the  donor  or  donors  have 
received  income  tax  charitable  contribution  deductions,  estate  tax 
deductions,  and  gift  tax  exemptions  for  their  transfers  to  the  founda¬ 
tions.  Also,  the  foundations  themselves  are  exempt  from  taxation 
on  their  otherwise  taxable  income.  In  many  cases,  it  is  believed, 
a  substantial  portion  of  the  assets  of  the  foundation  can  presently  be 
accounted  for  as  the  result  of  the  tax  benefits  received  from  the  Federal 
)  Government.  In  short,  current  assets  of  private  foundations  frequently 
arise  from  funds  which,  if  taxes  had  not  been  foregone  as  a  result  of 
deductions  or  exemption,  would  be  largely  public  money  rather  than 
private  money.  Moreover,  unlike  most  other  such  exempt  organiza¬ 
tions,  private  foundations  generally  have  little  or  no  responsibility  to 
outside  parties  since  they  are  not  dependent  upon  the  general  public 
for  support  or  patronage. 

Under  the  present  law,  there  are  certain  specific  restrictions  on  an 
organization  coming  under  the  provisions  of  section  501(c)(3)  once  it 
establishes  it  is  organized  and  operated  for  an  exempt  purpose.  The 
exemption  is  lost  if  the  organization  participates  in,  or  intervenes  in, 
a  political  campaign  on  behalf  of  any  candidate  for  public  office. 
Exempt  status  is  also  lost  if  certain  "prohibited  transactions”  are 
engaged  in.  Unreasonable  accumulations  of  income  may  result  in  the 
denial  of  exemption  and  unrelated  business  income  may  be  taxable 
to  such  an  organization  (with  certain  limited  exceptions)  even  though 
the  tax  exemption  itself  is  not  lost. 

While  the  "prohibited  transactions”  provisions  referred  to  above  are 
designed  to  prevent  self-dealing  between  the  exempt  organization  and 
its  creator  or  major  contributors,  unfortunately,  there  is  no  provision 
)  in  the  present  law  which  specifically  deals  with  the  practice  whereby 
private  tax-exempt  foundations  make  payments  to  public  officials  or 
members  of  their  families. 

In  the  view  of  this  committee  it  is  intolerable  to  permit  what  in 
effect  amounts  to  public  money  to  be  used  by  private  parties  not 
responsible  to  the  public  directly  or  through  Government,  in  ways 
that  may  improperly  affect  the  attitudes  and  official  actions  of  Govern¬ 
ment  officials  at  policymaking  levels.  Accordingly,  the  committee  has 
approved  an  amendment  to  this  bill  which  would  apply  in  the  case  of 
private  foundations  making  payments  of  money  to,  making  gifts  to, 
transferring  or  leasing  property  to,  or  employing  Government  officials 
and  spouses  and  children  of  Government  officials,  or  offering  to  do 
any  of  the  foregoing  for  such  persons.  The  Government  officials  to 
which  the  bill  relates  are  those  who  are  elected  and  presidentially 
appointed  Federal  officials,  Federal  employees  paid  at  the  "supergrade” 
level,  Senate  and  House  employees  paid  at  least  $15,000  a  year,  and 
officials  of  a  State  (other  than  legislators  and  legislative  officials) 
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who  are  elected  or  appointed  by  the  Governor  or  by  the  State  legisla- 
ture. 

If  a  private  foundation  engages,  directly  or  indirectly,  in  such  a 
transaction  with  a  Government  official  or  even  offers  to  engage  in  such 
a  transaction,  its  exempt  status  is  to  be  withdrawn  (a  special  provision 
would  permit  such  an  organization  to  apply  for  renewal  of  its  exempt 
status  after  a  time).  In  addition,  where  a  payment  or  transfer  is  actu¬ 
ally  made,  the  Government  official  would  have  to  pay  over  in  taxes  the 
entire  value  of  the  payment  or  transfer.  Finally,  where  a  foundation 
official  knowingly  authorizes  an  improper  transaction  then  he,  too, 
would  be  required  to  pay  over  to  the  Government  the  entire  value  of 
what  was  offered  or  paid  or  transferred. 

The  committee  is  well  aware  that  the  general  subject  of  tax  treat¬ 
ment  of  private  foundations  is  presently  being  considered  in  the 
House  Ways  and  Means  Committee.  However,  the  particular  matter 
to  which  this  amendment  is  addressed  was  not  the  subject  of  hearings 
in  that  committee  and  at  least  up  to  this  time,  has  not  been  included  in 
the  reform  legislation  presently  being  considered.  Since  this  committee 
has  considered  the  matter  and  has  received  the  benefit  of  testimony 
at  public  hearings  and  since  disclosures  of  such  payments  are  be¬ 
coming  more  frequent,  the  committee  has  concluded  that  the  more 
responsible  position  is  for  this  body  to  take  action  in  this  area  at 
this  time.  This  conclusion  is  buttressed  by  the  fact  that  the  Judicial 
Conference  of  the  United  States  recently  announced  (after  our  hear¬ 
ings  on  the  subject)  that  judges  of  the  Federal  Courts  (other  than  the 
Supreme  Court)  are  not  to  receive  outside  compensation  (even  if 
disguised  “in  the  form  of  loans,  gifts,  gratuities,  honoraria,  or 
otherwise”). 

GENERAL  EXPLANATION 

(1)  Loss  of  exempt  status  (sec.  5  of  the  bill  and  sec.  505  of  the  code).— A 
new  provision,  section  505,  is  added  to  that  part  of  the  Internal 
Revenue  Code  dealing  with  exempt  organizations.  A  private  founda¬ 
tion  will  lose  its  exempt  status  and  contributions  to  it  will  not  be 
deductible  if  it  engages,  directly  or  indirectly,  in  any  of  the  following 
transactions  with  a  government  official  or  a  member  of  his  family: 

(1)  Makes,  or  offers  to  make,  any  payment  of  money  to  any 
such  individual. 

(2)  Makes,  or  offers  to  make,  any  gift  or  contribution,  in  any 
form  whatsoever,  to  or  for  the  use  of  any  such  individual,  or 
makes,  or  offers  to  make,  services  or  facilities  available  to  any 
such  individual. 

(3)  Transfers  or  leases,  or  offers  to  transfer  or  lease,  any  prop¬ 
erty  to  any  such  individual,  or  purchases  or  leases,  or  offers  to 
purchase  or  lease,  any  property  from  any  such  individual. 

(4)  Employs,  or  offers  to  employ,  any  such  individual,  or 
retains,  or  offers  to  retain,  the  personal  services  of  any  such 
individual  (unless  such  employment  or  personal  services  are 
performed  without  payment  of  any  compensation  or  fee  whatso¬ 
ever)  . 

The  typical  sale  of  listed  securities  through  a  broker,  where  neither 
the  purchaser  nor  the  seller  knows  the  identity  of  the  other  participant, 
is  not  intended  to  be  covered  by  these  provisions. 
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A  special  feature  makes  the  provision  inapplicable  to  certain  indirect 
transactions  where  benefits  flow  from  the  private  foundation  to  the 
Government  official.  This  exception  relates  to  situations  where  the 
benefit  to  the  Government  official  comes  directly  through  an  organiza¬ 
tion  exempt  under  section  501(c)(3)  which  is  not  a  private  foundation, 
or  from  a  governmental  agency  or  instrumentality.  The  exception 
would  be  operative  only  where  the  private  foundation  does  not  request 
or  direct  that  the  transaction  be  made,  or  have  prior  knowledge  of  the 
identity  of  the  individual  involved.  So,  for  example,  a  private  founda¬ 
tion  will  remain  free  to  make  grants  for  certain  types  of  studies  in 
which  Government  officials  participate  but  only  if  an  independent 
public  exempt  organization,  such  as  a  university,  lias  real  control 
over  the  selecting  process  and  actually  makes  the  selection  completely 
independent  of  the  private  foundation. 

Under  this  rule  beneficial  research  projects  (such  as  development 
of  new  varieties  of  rice  and  wheat),  which  are  financed  by  private 
foundations  and  conducted  by  universities  and  colleges  or  any  other 
501(c)(3)  tax-exempt  organization  (exclusive  of  a  private  foundation) 
would  not  be  affected  and  Government  officials  could  participate  in  the 
project  and  have  their  expenses  paid  so  long  as  the  foundation  does 
not  request  or  direct  their  participation  or  have  prior  knowledge  of  their 
identity.  On  the  question  of  identity,  the  private  foundation  could 
know  generally  the  nature  of  a  program  and  that  Government  officials 
were  to  attend,  such  as  where  a  university,  for  example,  desires  to 
conduct  a  meeting  of  leading  jurists  and  attorneys  to  revise  court  pro¬ 
cedures  and  plans  to  include  leading  Government  officials  in  the 
program.  However,  where  the  nature  of  the  meeting  would  serve  to 
identify  a  substantial  number  of  the  Government  officials  attending 
(by  class  or  otherwise)  such  as  a  meeting  of  all  U.S.  attorneys,  then 
prior  knowledge  of  the  meeting  by  the  private  foundation  would  be 
tantamount  to  prior  knowledge  of  the  identity  of  the  participants. 

It  is  not  intended  that  this  provision  apply  where  gifts  are  made  to 
institutions  for  which  Government  officials  may  be  acting  as  trustee 
since  in  this  case  the  gift  is  made  to  the  principal  and  not  to  the  agent. 
For  example,  this  would  mean  that  the  provision  outlined  here  would 
not  apply  in  cases  where  public  officials  are  trustees  of  an  educational 
institution  which  receives  a  grant  from  a  private  foundation  for  use 
of  the  school. 

This  provision  contains  five  exceptions  to  the  general  rules: 

(а)  Prizes  and  awards  referred  to  in  section  74  of  the  code  where 
the  candidates  are  selected  from  the  general  public. 

(б)  Scholarship  and  fellowship  grants  referred  to  in  section  117 
of  the  code  where  the  recipients  are  candidates  for  degrees  and  are 
chosen  from  the  general  public  on  a  competitive  basis  or  on  the  basis  of 
need. 

(c)  Annuities  or  other  payments  made  under  a  qualified  pension 
plan  or  qualified  annuity  plan. 

( d )  Services  or  facilities  which  are  made  available  to  Government 
officials  and  their  families  on  the  same  basis  that  they  are  made 
available  to  the  general  public. 

(e)  Any  contributions  or  gifts,  or  services  or  facilities  (including 
meals)  which  are  made  available  to  the  Government  officials  that  do 
not  exceed  $25  in  value  in  any  one  calendar  year. 


S.  Rppt.  91-2S1 
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A  private  foundation  to  which  this  provision  applies  is  defined  in 
general  as  an  exempt  501(c)(3)  organization  that  does  not  receive  a 
substantial  part  of  its  support  from  the  United  States  or  local  govern¬ 
ments  or  the  general  public,  the  charitable  contribution  to  which  is 
limited  to  20  percent  of  adjusted  gross  income.  Churches,  schools,  and 
hospitals  are  not  included. 

'Plie  Government  officials  to  which  this  provision  applies  are  elected 
and  presidentially  appointed  Federal  officers,  Federal  civil  service 
employees  paid  at  least  as  much  as  the  starting  salary  for  GS-16  (the 
lowest  of  the  “supergrades”),  Federal  schedule  C  employees,  House 
and  Senate  employees  paid  at  an  annual  rate  of  at  least  $15,000,  and 
State  elected  and  gubernatorially  appointed  officers  in  the  executive 
and  judicial  branches.  This  provision  also  applies  to  the  Government 
official’s  spouse  and  his  children  under  21. 

This  provision  does  not  extend  to  State  legislative  officials,  most  of 
whom  operate  on  a  part-time  basis,  receive  small  salaries  and  who 
generally  continue  their  business  or  professional  activities  during 
their  terms  of  office,  particularly  when  legislatures  are  not  in  session. 
Nor  does  it  apply  to  officials  of  counties  and  other  subdivisions  of 
States,  essentially  for  the  same  reason.  With  these  exceptions,  the 
definition  is  intended  to  generally  apply  to  those  officials  who  are 
likely  to  be  in  policymaking  positions,  or  in  positions  where  they 
advise  on  policy. 

If  a  foundation  has  engaged  in  a  transaction  covered  by  this  pro¬ 
vision,  it  will  be  denied  exempt  status  for  all  taxable  years  beginning 
with  the  taxable  year  during  which  it  is  officially  notified  by  the 
Commissioner  that  it  has  engaged  in  such  a  transaction.  If  the  founda¬ 
tion  thereafter  applies  for  reinstatement  of  its  exempt  status  and  the 
Commissioner  is  satisfied  that  the  foundation  will  not  knowingly 
engage  in  any  transaction  to  which  this  provision  applies,  then  the 
foundation  may  once  again  be  exempt.  Of  course,  it  must  still  satisfy 
the  other  code  provisions.  This  “redemption”  provision  operates  only 
to  prospectively  excuse  the  specific  violation  or  violations  that  gave 
rise  to  the  official  notification  contemplated  in  this  provision.  In  any 
event,  the  organization  will  have  lost  its  exempt  status  for  at  least 
2  years. 

This  provision  is  to  apply  to  taxable  years  ending  after  the  date  of 
enactment  but  only  with  respect  to  transactions  occurring  after  the 
date  of  enactment. 

(2)  Tax  on  officials  and  managers  (sec.  6  of  the  hill  and  secs.  JffiOl 
through  J/.893  of  the  code). — Where  section  505(a)  has  been  violated 
(that  is,  where  a  payment,  transfer,  employment,  or  pref erred  use  of 
facilities  has  been  made  or  offered)  an  excise  tax  is  to  be  imposed  to 
remove  from  the  Government  official  the  entire  benefit  which  he  or  his 
family  received.  The  excise  tax  imposed  by  section  4891  is  based  upon 
the  entire  amount  involved  and  (except  in  the  case  of  sales  to  and  pur¬ 
chases  from  private  foundations)  not  merely  the  official’s  net  profit. 
Expenses  incurred  in  earning  this  amount  do  not  reduce  the  figure 
upon  which  the  tax  is  to  be  calculated. 

Where  the  foundation  manager  involved  in  authorizing  the  transac¬ 
tion  knew  that  it  violated  section  505(a),  and  the  transaction  is  com¬ 
pleted,  a  tax  is  imposed  upon  the  manager  in  an  amount  equal  to  the 
money  or  value  of  facilities  improperly  paid.  However,  if  the  trans- 
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action  is  not  completed,  then  the  tax  is  imposed  upon  the  amount 
offered.  If  the  amount  involved  cannot  be  determined;  for  example, 
where  an  offer  of  employment  was  for  an  indefinite  period  or  for  an 
unspecified  salary  and  the  offer  was  rejected  by  the  Government 
official,  then  the  tax  is  to  be  $5,000. 

The  tax  is  imposed  upon  the  foundation  manager  or  managers  who 
authorize  the  transaction  only  if  he  or  they  know  that  it  is  a  transac¬ 
tion  to  which  new  section  505(a)  applies.  For  purposes  of  this  tax 
a  manager  is,  in  general,  a  foundation  official  or  supervisor  who  has 
authority  to  determine  the  transactions  in  which  the  foundation 
engages. 

In  order  to  coordinate  these  provisions  with  the  income  ta^es  to 
which  such  Government  officials  and  managers  are  subject,  any 
amounts  subject  to  this  100-percent  tax  will  not  be  included  in  gross 
income  for  income  tax  purposes. 

These  provisions,  too,  will  apply  to  taxable  years  ending  after  the 
date  of  enactment  but  only  with  respect  to  payments,  transfers,  and  use 
of  facilities  after  the  date  of  enactment. 

Changes  in  Existing  Law 

In  complaince  with  subsection  (4)  of  rule  XXIX  of  the  Standing 
Rules  of  the  Senate,  changes  in  existing  law  made  by  the  bill,  as  re¬ 
ported,  are  shown  as  follows  (existing  law  proposed  to  be  omitted  is 
enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  existing 
law  in  which  no  change  is  proposed  is  shown  in  roman)  : 

INTERNAL  REVENUE  CODE  OF  1954 

CHAPTER  1— NORMAL  TAXES  AND  SURTAXES 


*  *  *  *  *  *  * 

Subchapter  B — Computation  of  Taxable  Income 

St  *  *  *  *  *  !S 

PART  III— ITEMS  SPECIFICALLY  EXCLUDED  FROM 

GROSS  INCOME 

Sec.  101.  Certain  death  benefits. 

Sec.  102.  Gifts  and  inheritances. 

Sec.  103.  Interest  on  certain  governmental  obligations. 

Sec.  104.  Compensation  for  injuries  or  sickness. 

Sec.  10-".  Amounts  received  under  accident  and  health  plans. 

Sec.  106.  Contributions  by  employer  to  accident  and  health  plans. 

Sec.  107.  Rental  value  of  parsonages. 

Sec.  108.  Income  from  discharge  of  indebtedness. 

Sec.  100.  Improvements  by  lessee  on  lessor’s  property. 

Sec.  110.  Income  taxes  paid  by  lessee  corporation. 

Sec.  111.  Recovery  of  bad  debts,  prior  taxes,  and  delinquency  amounts. 

Sec.  112.  Certain  combat  pay  of  members  of  the  Armed  Forces. 

Sec.  113.  Musteri ng-out  payments  for  members  of  the  Armed  Forces. 

Sec.  114.  Sports  programs  conducted  for  the  American  National  Red  Cross. 
Sec.  115.  Income  of  States,  municipalities,  etc. 

Sec.  110.  Partial  exclusion  of  dividends  received  by  individuals. 

Sec.  117.  Scholarships  and  fellowship  grants. 
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Sec.  118.  Contributions  to  the  capital  of  a  corporation. 

Sec.  119.  Meals  or  lodging  furnished  for  the  convenience  of  the  employer. 

Sec.  121.  Gain  from  sale  or  exchange  of  residence  of  individual  who  has  attained 
age  65. 

Sec.  122.  Certain  reduced  uniformed  services  retirement  pay. 

Sec.  12S.  Amounts  received  by  government  officials  subject  to  excise  tax. 

Sec.  D23J  12Jj.  Cross  references  to  other  Acts. 

$  $  $  $  * 

SEC.  123.  AMOUNTS  RECEIVED  BY  GOVERNMENT  OFFICIALS  SUBJECT 
TO  EXCISE  TAX. 

Gross  income  does  not  include  any  money  or  the  value  oj  any  property, 
services,  or  facilities  received  by  a  government  official  or  a  member  of  his 
family  on  the  receipt  oj  which  a  tax  is  imposed  by  section  4801(a) . 

SEC.  [1233  124.  CROSS  REFERENCES  TO  OTHER  ACTS. 

*****  *  * 

Subchapter  F — Exempt  Organizations 

Part  I.  General  rule. 

Part  II.  Taxation  of  business  income  of  certain  exempt  organizations. 

Part  III.  Farmers’  cooperatives. 

Part  IV.  Shipowners’  protection  and  indemnity  associations. 

PART  I— GENERAL  RULE 

Sec.  501.  Exemption  from  tax  on  corporations,  certain  trusts,  etc. 

Sec.  502.  Feeder  organizations. 

Sec.  503.  Requirements  for  exemption. 

Sec.  504.  Denial  of  exemption. 

Sec.  505.  Improper  transactions  by  private  foundations  with  government 
officials. 

SEC.  501.  EXEMPTION  FROM  TAX  ON  CORPORATIONS,  CERTAIN 
TRUSTS,  ETC. 

(a)  Exemption  From  Taxation. — An  organization  described  in 
subsection  (c)  or  (d)  or  section  401  (a)  shall  be  exempt  from  taxation 
under  this  subtitle  unless  such  exemption  is  denied  under  section  502, 
503,  or  504. 

(b)  Tax  on  Unrelated  Business  Income. — An  organization 
exempt  from  taxation  under  subsection  (a)  shall  be  subject  to  tax  to 
the  extent  provided  in  part  II  of  this  subchapter  (relating  to  tax  on 
unrelated  income),  but,  notwithstanding  part  II,  shall  be  considered 
an  organization  exempt  from  income  taxes  for  the  purpose  of  any  law 
which  refers  to  organizations  exempt  from  income  taxes. 

(c)  List  of  Exempt  Organizations. — The  following  organiza¬ 
tions  are  referred  to  in  subsection  (a) : 

(1)  Corporations  organized  under  Act  of  Congress,  if  such  cor¬ 
porations  are  instrumentalities  of  the  United  States  and  if,  under 
such  Act,  as  amended  and  supplemented,  such  corporations  are 
exempt  from  Federal  income  taxes. 

(2)  Corporations  organized  for  the  exclusive  purpose  of  holding 
title  to  property,  collecting  income  therefrom,  and  turning  over 
the  entire  amount  thereof,  less  expenses,  to  an  organization  which 
itself  is  exempt  under  this  section. 

(3)  Corporations,  and  any  community  chest,  fund,  or  founda¬ 
tion,  organized  and  operated  exclusively  for  religious,  charitable, 
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scientific,  testing  for  public  safety,  literary,  or  educational  pur¬ 
poses,  or  for  the  prevention  of  cruelty  to  children  or  animals,  no 
part  of  the  net  earnings  of  which  inures  to  the  benefit  of  any  pri¬ 
vate  shareholder  or  individual,  no  substantial  part  of  the  activities 
of  which  is  carrying  on  propaganda,  or  otherwise  attempting,  to 
influence  legislation,  and  which  does  not  participate  in,  or  inter¬ 
vene  in  (including  the  publishing  or  distributing  of  statements), 
any  political  campaign  on  behalf  of  any  candidate  for  public 
office. 

*  *  *  *  *  *  * 

JEC.  505.  IMPROPER  TRANSACTIONS  BY  PRIVATE  FOUNDATIONS  WITH 
GOVERNMENT  OFFICIALS. 

(a)  Denial  of  Exemption. — A  private  foundation  or  organization 
hall  not  be  exempt  from  taxation  under  section  501(a)  if  such  founda- 
lon  or  organization  engages,  directly  or  indirectly,  in  any  of  the  following 
-ansae  tions  with  an  individual  who  is  a  government  official  or  a  member 
f  the  family  of  a  government  official: 

( 1 )  Makes,  or  offers  to  make,  any  payment  of  money  to  any  such 
individual. 

(2)  Makes,  or  offers  to  make,  any  gift  or  contribution,  in  any 
form  whatsoever,  to  or  for  the  use  of  any  such  individual,  or  makes, 
or  offers  to  make,  services  or  facilities  available  to  any  such  individual. 

(3)  Transfers  or  leases,  or  offers'jo  transfer  or  lease,  any  property 
to  any  such  individual,  or  purchases  or  leases,  or  offers  to  purchase 
or  lease,  any  property  from  any  such  individual. 

(4)  Employs,  or  offers  to  employ,  any  such  individual,  or  retains, 
or  offers  to  retain,  the  personal  services  of  any  such  individual  ( unless 
such  employment  or  personal  services  are  perfoimed  without  payment 
of  any  compensation  or  fee  whatsoever) . 

(b)  Exceptions. — Subsection  (a)  shall  not  apply  to— 

(1)  prizes  or  awards  which  are  excluded  from  the  gross  income  of 
the  recipients  under  section  74,  if  the  recipients  of  such  prizes  or 
awards  are  selected  from  the  general  public; 

(2)  scholarships  or  fellowships  which  are  excluded  from  the  gross 
income  of  the  recipients  under  section  117,  if  the  recipients  of  such 
scholarships  or  fellowships  are  candidates  for  degrees  at  educational 
institutions  (as  defined  in  section  151(e)(4))  and  are  selected  from 
the  general  public  on  a  competitive  basis  or  on  a  basis  of  need; 

(3)  any  annuity  or  other  payment  (A)  by  a  trust  (forming  part  of  a 
stock-bonus,  pension,  or  profit-sharing  plan)  which  is  a  qualified 
trust  under  section  401 ,  or  (B)  under  a  plan  which  meets  the  require¬ 
ments  of  section  404(d)(2); 

(4)  any  services  or  facilities  made  available  to  any  such  individual 
on  the  same  basis  as  they  are  made  available  to  the  general  public;  or 

(5)  any  contribution  or  gift  (other  than  a  contribution  or  gift  of 
money)  to,  or  services  or  facilities  made  available  to,  any  such  indi¬ 
vidual,  if  the  aggregate  value  of  such  contributions,  gifts,  services,  or 
facilities  to,  or  made  available  to,  such  individual  during  the  calendar 
year  does  not  exceed  $25. 

(c)  Definitions.- — For  purposes  of  this  section. — 

(1 )  Private  foundation  or  organization. — The  term  “ private 
foundation  or  organization ”  means  any  organization  described  in 
section  501  (c)  (3)  and  exempt  from  taxation  under  section  501  (a) 
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which  does  not  normally  receive  a  substantial  part  of  its  support 
(i exclusive  of  income  received  in  the  exercise  or  preformance  by  such 
organization  of  its  charitable,  educational,  or  other  purpose  or  func¬ 
tion  which  constitutes  the  basis  for  its  exemption  under  section  501 
(a))  from  either— 

(A)  the  United  States,  a  State,  or  a  possession  of  the  United 
States,  a  political  subdivision  of  a  State  or  possession,  or  the 
District  of  Columbia,  or 

( B )  direct  or  indirect  contributions  from  the  general  public, 
except  that  such  term  does  not  include  a  church  or  a  convention  or 
association  of  churches,  an  educational  organization  referred  to  in 
section  503  ( b )  ( 2 ),  or  a  hospital  referred  to  in  section  503  (b)(5). 

(3)  Government  official.— The  term  “government  official” 
means,  with  respect  to  a  transaction  described  in  subsection  (a),  an 
individual  who,  at  the  time  of  such  transaction,  holds  any  of  the 
following  offices  or  positions: 

(A)  an  elective  public  office  in  the  executive  or  legislative* 

branch  of  the  Government  of  the  United  States:  (| 

(B)  an  office  in  the  executive,  legislative,  or  judicial  branch  oj 
the  Government  of  the  United  States,  appointment  to  which  was 
made  by  the  President; 

(G)  a  position  in  the  executive,  legislative,  or  judicial  branch 
of  the  Government  of  the  United  States — 

(?)  which  is  listed  in  schedule  C  of  rule  VI  of  the  Civil 
Service  Rules,  or 

(ii)  the  compensation  for  which  is  equal  to  or  greater 
than  the  lowest  rate  of  compensation  prescribed  for  GS-1 6 
of  the  General  Schedule  under  section  5332  of  title  5, 
United  States  Code; 

(D)  a  position  under  the  House  of  Representatives  or  the 
Senate  of  the  United  States  held  by  an  individual  receiving  gross 
compensation  at  an  annual  rate  of  $15,000  or  more; 

(E)  an  elective  public  office  in  the  executive  or  judicial 
branch  of  the  government  of  a  State  or  of  the  District  of  Columbia; 
and 

(F)  an  office  in  the  executive  or  judicial  branch  of  the 
government  of  a  State  or  of  the  District  of  Columbia,  appoint-*, 
ment  to  which  (or  election  to  which)  was  made  by  the  Governo\\ 
or  legislature  of  the  State,  or  by  the  Commissioner  of  the  District 
of  Columbia. 

(3)  Members  of  family. — The  members  of  the  family  of  an 
individual,  with  respect  to  a  transaction  described  in  subsection  (a),  j, 
are — 

(A)  his  spouse  (other  than  a  spouse  who  is  legally  separated 
from  the  individual  under  a  decree  of  divorce  or  separate  j 
maintenance),  and 

(B)  the  children  (including  legally  adopted  children  and 
stepchildren)  of  such  individual  who  have  not  attained  the  age 
of  21 . 

(d)  Certain  Indirect  Transactions. — Subsection  (a)  shall  not 
apply  to  a  transaction  engaged  in  indirectly  by  a  private  foundation  or 
organization  with  an  individual  if  the  transaction  with  such  individual — 

(1)  Is  ENGAGED  IN  DIRECTLY  BY — 
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(A)  an  organization  ( other  than  a  private  foundation  cr 
organization)  which  is  described  in  section  501  (c)  (3)  and  is 
exempt  from  taxation  under  section  501  {a),  or 

(B)  an  organization  which  is  an  agency  or  instrumentality 
of  (or  owned  or  operated  by)  the  United  States,  a  State,  a 
political  subdivision  o  f  a  State,  or  one  or  more  States  or  political 
subdivisions,  and 

(2)  is  not  engaged  in  by  such  organization  on  behalf  of,  or  at  the 
request  or  direction  of,  the  private  foundation  or  organization,  or 
with  prior  knowledge  and  approval  by  the  private  foundation  or 
organization  of  the  identity  of  such  individual. 

(e)  Taxable  Years  Affected. — 

(1 )  In  general. — Except  as  provided  in  paragraph  (2),  a  private 
foundation  or  organization  shall  be  denied  exemption  from  taxation 
under  section  501  (a)  by  reason  of  subsection  (a)  for  all  taxable  years 
beginning  with  the  taxable  year  during  which  it  is  notified  by  the 
Secretary  or  his  delegate  that  it  has  engaged  in  a  transaction  to  which 
subsection  (a)  applies.  The  Secretary  or  his  delegate  shall  publish 
such  notice  in  the  Federal  Register  on  the  day  on  which  he  so  notifies 
such  private  foundation  or  organization. 

(2)  Future  status. — Under  regulations  prescribed  by  the  Secre¬ 
tary  or  his  delegate,  any  private  foundation  or  organization  which 
is  denied  exemption  from  taxation  under  section  501(a)  by  reason  of 
subsection  (a)  may,  with  respect  to  the  second  taxable  year  following 
the  taxable  year  in  which  notice  is  given  under  paragraph  (1)  (or  any 
taxable  year  thereafter) ,  file  claim  for  exemption  from  taxation  under 
section  501(a).  If  the  Secretary  or  his  delegate  is  satisfied  that  such 
private  foundation  or  organization  will  not  knowingly  again  engage 
in  a  transaction  to  which  subsection  (a)  applies  such  private  founda¬ 
tion  or  organization  shall  not,  with  respect  to  taxable  years  beginning 
with  the  taxable  year  with  respect  to  which  such  claim  is  filed,  be 
denied  exemption  from  taxation  under  section  501  (a)  by  reason  of 
any  transaction  to  which  subsection  (a)  applies  engaged  in  before 
the  date  on  which  such  notice  was  given  under  paragraph  (1). 

(f)  Disallowance  of  Charitable  Deductions. — No  gift,  contribu- 
'ion,  bequest,  devise,  legacy,  or  transfer,  otherwise  allowable  as  a  deduc- 
'ion  under  section  170,  545(b)(2),  642(c),  2055,  2106(a)(2),  or  2522, 
mail  be  allowed  as  a  deduction  if  made — 

(1)  to  a  private  foundation  or  organization  after  the  date  on  which 
the  Secretary  or  his  delegate  publishes  notice  under  subsection  (e)  (1) 
that  he  has  notified  such  foundation  or  organization  that  it  has 
engaged  in  a  transaction  to  which  subsection  (a)  applies,  and 

(2)  in  a  taxable  year  of  such  private  foundation  or  organization 
for  which  it  is  not  exempt  from  taxation  under  section  501  (a)  by 
reason  of  subsection  (a). 

******* 

CHAPTER  23— FEDERAL  UNEMPLOYMENT 

TAX  ACT 

******* 

SEC.  3306.  DEFINITIONS. 

(a)  Employer. — For  purposes  of  this  chapter,  the  term  “employer” 
does  not  include  any  person  unless  on  each  of  some  20  days  during  the 


16 


taxable  year  or  during  the  preceding  taxable  year,  each  day  being  in  a 
different  calendar  week,  the  total  number  of  individuals  who  were 
employed  by  him  in  employment  for  some  portion  of  the  day  (whether 
or  not  at  the  same  moment  of  time)  was  4  or  more. 

******* 

CHAPTER  39— REGULATORY  TAXES 

Subchapter  A.  Narcotic  drugs  and  marihuana. 

Subchapter  B.  White  phosphorus  matches. 

Subchapter  C.  Adulterated  butter  and  filled  cheese. 

Subchapter  D.  Cotton  futures. 

Subchapter  E.  Circulation  other  than  of  national  banks. 

Subchapter  F.  Transactions  by  Government  officials  with  tax-exempt  private 
foundations. 

******* 

Subchapter  F — Transactions  by  Government  Officials 
with  Tax-Exempt  Private  Foundations 

Sec.  4891.  Taxes  imposed. 

Sec.  4892.  Definitions. 

Sec.  4893.  Special  rules. 

SEC.  4891.  TAXES  IMPOSED. 

(a.)  Government  Officials. —  There  is  hereby  imposed  on  the  receipt 
by  a  government  official  or  a  member  of  his  family  of — 

( 1 )  any  money  from  a  tax-exempt  private  foundation  or  organiza¬ 
tion  in  a  transaction  to  which  section  505 {a)  applies,  or 

(. 2 )  any  property  ( other  than  money)  from,  or  services  or  facilities 
furnished  by,  a  tax-exempt  private  foundation  or  organization  in  a 
transaction  to  which  section  505  (a)  applies, 
a  tax  equal  to  100  percent  of  the  amount  of  money,  or  the  fair  market 
value  of  the  property,  services,  or  facilities ,  so  received. 

(b)  Foundation  Managers. — In  any  case  in  which  a  tax  is  imposed 
under  subsection  (a)  with  respect  to  a  transaction  to  which  section  5C5(a) 
applies,  there  is  hereby  imposed  on  the  foundation  manager  or  managers 
who  authorize  such  transaction  on  behalf  of  the  tax-exempt,  private  foun¬ 
dation  or  organization,  knowing  that  it  is  a  transaction  to  which  such 
section  applies,  a  tax  equal  to  the  tax  imposed  by  subsection  (a).  In  the 
case  of  a  transaction  to  which  section  505(a)  applies  which 1  consists  oj{ 
an  offer  described  in  such  section  which  is  not  accepted,  there  is  hereby 
imposed  on  the  foundation  manager  or  managers  who  authorize  such 
transaction  on  behalf  of  the  tax-exempt  private  foundation  or  organiza¬ 
tion,  knowing  that  it  is  a  transaction  to  which  such  section  applies,  a  tax 
equal  to  the  tax  which  would  be  imposed  by  subsection  (a)  if  such  offer 
had  been  accepted  (or,  if  the  tax  which  would  be  imposed  by  subsection 
(a)  cannot  be  ascertained,  a  tax  of  $5,000) . 

SEC.  4892.  DEFINITIONS. 

For  purposes  of  this  subchapter — • 

(1)  In  general. — The  terms  “private  foundation  or  organiza¬ 
tion”,  “ government  official”,  and  “member  of  family”  shall  have 
the  meanings  assigned  to  them  in  section  505(c). 

(2)  Tax-exempt  private  foundation  or  organization. — The 
term  “tax-exempt  private  foundation  or  organization ”  means,  with 
respect  to  any  transaction,  a  private  foundation  or  organization 
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with  respect  to  which,  at  the  time  of  such  transaction,  the  Secretary 
or  his  delegate  has  not  published  notice  under  section  505(e)  that 
it  has  engaged  in  a  transaction  to  which  section  505(a)  applies, 
and  has  not  notified  it  that  section  501  (a)  has  ceased  to  apply  to 
it  by  reason  of  any  other  provision  of  subtitle  A. 

(3)  Foundation  manager. — The  term  ‘foundation  manager ” 
means  an  individual  serving  as  an  officer,  director,  or  trustee,  or 
in  any  other  supervisory  position,  of  a  tax-exempt  private  foundation 
or  organization  who,  by  reason  of  such  position,  has  authority 
(either  alone  or  with  any  other  such  individual  or  individuals) 
to  determine  the  transactions  in  which  such  foundation  or  organiza¬ 
tion  will  engage  and  will  not  engage. 

SEC.  4893.  SPECIAL  RULES. 

(a)  Sales  and  Purchases  of  Property,  Etc. — 

(1)  Sales  to  private  foundations. — In  the  case  of  money, 
property,  services,  or  facilities  received  as  consideration  in  a  sale  of 
property  to,  or  exchange  of  property  with,  a  tax-exempt  private  founda¬ 
tion  or  organization,  the  tax  imposed  by  section  4891  (a)  shall  apply 
only  to  an  amount  equal  to  the  gain  realized  on  such  sale  or  exchange. 

(3)  Purchases  from  private  foundations. — In  the  case  of 
property,  services,  or  facilities  received  by  purchase  from  a  tax-exempt 
private  foundation  or  organization,  the  tax  imposed  by  section  4891 
(a)  shall  apply  only  to  an  amount  equal  to  the  amount  by  which  the 
fair  market  value  of  the  property,  services,  or  facilities  received  ex¬ 
ceeds  the  consideration  paid  therefor. 

(b)  Person  Liable  for  Tax. — 

(1)  Government  officials. — The  tax  imposed  by  section 
4891  (a)  shall  be  paid  by  the  individual  receiving  the  money,  property, 
services,  or  facilities  subject  to  tax,  except  that  if  such  individual  is 
a  member  of  the  family  of  a  government  official,  such  tax  shall  be 
paid  by  such  government  official. 

(2)  Foundation  managers. — The  tax  imposed  by  section 
4891  (b)  shall  be  paid  by  the  foundation  manager  or  managers  who 
authorize  the  transaction  to  which  section  505(a)  applies  on  behalf 
of  the  tax-exempt  private  foundation  or  organization.  If  more  than 
one  foundation  manager  is  liable  for  the  tax  imposed  by  such  s  ction 
with  respect  to  the  same  transaction,  such  foundation  managers  shall 
be  jointly  and  severally  liable  for  the  tax  so  imposed. 

(c)  Regulations. — The  Secretary  or  his  delegate  shall  prescribe  such 
regulations  as  may  be  necessary  to  carry  out  the  purposes  of  this 
subchapter. 

jj;  ^ 

CHAPTER  62— TIME  AND  PLACE 
FOR  PAYING  TAX 

3ubchapter  A.  Place  and  due  date  for  payment  of  tax. 

Subchapter  B.  Extensions  of  time  for  payment. 

Subchapter  A — Place  and  Due  Date  for  Payment 

of  Tax 

Sec.  6151.  Time  and  place  for  paying  tax  shown  on  returns. 

Sec.  6152.  Installment  payments. 

Sec.  6153.  Installment  payments  of  estimated  income  tax  by  individuals. 
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Sec.  6154.  Installment  payments  of  estimated  income  tax  by  corporations. 

Sec.  6155.  Payment  on  notice  and  demand. 

Sec.  6156.  Installment  payments  of  tax  on  use  of  highway  motor  vehicles. 

[Sec.  6157.  Payment  of  taxes  under  provisions  of  the  Tariff  Act.] 

Sec.  6157.  Payment  of  Federal  unemployment  tax  on  quarterly  or  other  time  period 
basis. 

#  *  %  *  *  * 

[SEC.  6157.  PAYMENT  OF  TAXES  UNDER  PROVISIONS  OF  THE  TARIFF 
ACT. 

[Tor  collection  under  the  provisions  of  the  Tariff  Act  of  1930  of  the 
taxes  imposed  by  section  4501(b),  and  subchapters  A,  B,  C,  D,  and  E 
of  chapter  38,  see  sections  4504  and  4601,  respectively. 3 

SEC.  6157.  PAYMENT  OF  FEDERAL  UNEMPLOYMENT  TAX  ON  QUAR¬ 
TERLY  OR  OTHER  TIME  PERIOD  BASIS. 

(a)  General  Rule. — Every  person  who  for  the  calendar  year  is  an 
employer  (as  defined  in  section  3306(a))  shall — 

(1)  if  the  person  in  the  preceding  calendar  year  employed  1  or  | 
more  employees  in  employment  (within  the  meaning  of  section  3306(c) 
and  (d))  on  each  of  some  20  days  during  such  preceding  calendar 
year,  each  such  day  being  in  a  different  calendar  week,  compute  the 
tax  imposed  by  section  3301  for  each  of  the  first  three  calendar  quarters 
in  the  calendar  year,  and 

(2)  if  paragraph  (1)  does  not  apply,  compute  the  tax  imposed  by 
section  3301 — 

(A)  for  the  period  beginning  with  the  first  day  of  the  calendar 
year  and  ending  with  the  last  day  of  the  calendar  quarter  (ex¬ 
cluding  the  last  calendar  quarter)  in  which  such  person  becomes 
such  an  employer,  and 

(B)  for  the  third  calendar  quarter  of  such  year,  if  the  period 
specified  in  subparagraph  (A)  includes  only  the  first  two  calendar 
quarters  of  the  calendar  year. 

The  tax  for  any  calendar  quarter  or  other  period  shall  be  computed  as 
provided  in  subsection  (b)  and  the  tax  as  so  computed  shall,  except  as 
otherwise  provided  in  subsections  (c)  and  (d),  be  paid  in  such  manner 
and  at  such  time  as  may  be  provided  in  regulations  prescribed  by  the 
Secretary  or  his  delegate. 

(b)  Computation  of  Tax. — The  tax  for  any  calendar  quarter  or  other  I 
period  referred  to  in  paragraph  (1)  or  (2)  of  subsection  (a)  shall  be  com¬ 
puted  by  multiplying  the  amount  of  wages  (as  defined  in  section  3306(b)) 
paid  in  such  calendar  quarter  or  other  period  by  the  number  of  percentage 
points  (including  fractional  points)  by  which  the  rate  of  tax  specified  in 
section  3301  exceeds  2.7  percent. 

(c)  Special  Rules  for  Calendar  Years  1970  and  1971. — For 
purposes  of  subsection  (a),  the  tax  computed  as  provided  in  subsection 
(b)  for  any  calendar  quarter  or  other  period  shall  be  reduced  (1)  by  66% 
percent  if  such  quarter  or  period  is  in  1970,  and  (2)  by  SSy2  percent  if 
such  quarter  or  period  is  in  1971. 

(d)  Special  Rule  Where  Accumulated  Amount  Does  Not 
Exceed  $100. — Nothing  in  this  section  shall  require  the  payment  of  tax 
with  respect  to  any  calendar  quarter  or  other  period  if  the  tax  under  section 
3301  for  such  period,  plus  any  unpaid  amounts  for  prior  periods  in  the 
calendar  year,  does  not  exceed  $100. 
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CHAPTER  63— ASSESSMENT 


******* 

SEC.  6201.  ASSESSMENT  AUTHORITY. 

******* 

[(b)  Estimated  Income  Tax. — No  unpaid  amount  of  estimated 
tax  under  section  6153  or  6154  shall  be  assessed.] 

( b )  Amount  Not  To  Be  Assessed. — 

( 1 )  Estimated  income  tax. — No  unpaid  amount  of  estimated 
tax  under  section  6153  or  615J+  shall  be  assessed. 

(3)  Federal  unemployment  tax. — No  unpaid  amount  oj 
Federal  unemployment  tax  jor  any  calendar  quarter  or  other  period 
oj  a  calendar  year,  computed  as  provided  in  section  6157 ,  shall  be 
assessed. 

sje  sjc  :f:  *  :je  $c 

CHAPTER  64— COLLECTION 
Subchapter  B — Receipt  of  Payment 

Sec.  6311.  Payment  by  check  or  money  order. 

Sec.  6312.  Payment  by  United  States  notes  and  certificates  of  indebtedness. 

Sec.  6313.  Fractional  parts  of  a  cent. 

Sec.  6314.  Receipt  for  taxes. 

Sec.  6315.  Payments  of  estimated  income  tax. 

Sec.  6316.  Payment  by  foreign  currency. 

Sec.  681 7.  Payments  of  Federal  unemployment  tax  for  calendar  quarter. 

SEC.  6317.  PAYMENTS  OF  FEDERAL  UNEMPLOYMENT  TAX  FOR  CALEN¬ 
DAR  QUARTER. 

Payment  oj  Federal  unemployment  tax  jor  a  calendar  quarter  or  other 
period  within  a  calendar  year  pursuant  to  section  6157  shall  be  considered 
payment  on  account  oj  the  tax  imposed  by  chapter  23  jor  such  calendar 
year. 

CHAPTER  66— LIMITATIONS 

:{:  *  $  *  *  *  * 

SEC.  6513.  TIME  RETURN  DEEMED  FILED  AND  TAX  CONSIDERED  PAID. 

(a)  Early  Return  or  Advance  Payment  of  Tax.— For  purposes 
of  section  6511,  any  return  filed  before  the  last  day  prescribed  for  the 
filing  thereof  shall  be  considered  as  filed  on  such  last  day.  For  purposes 
of  section  6511(b)(2)  and  (c)  and  section  6512,  payment  of  any  portion 
of  the  tax  made  before  the  last  day  prescribed  for  the  payment  of  the 
tax  shall  be  considered  made  on  such  last  day.  For  purposes  of  this 
subsection,  the  last  day  prescribed  for  filing  the  return  or  paying  the 
tax  shall  be  determined  without  regard  to  any  extension  of  time 
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"ranted  the  taxpayer  and  without  regard  to  any  election  to  pay  the 
tax  in  installments. 

******* 

(e)  Payments  of  Federal  Unemployment  Tax. — Notwithstanding 
subsection,  (a),  for  purposes  of  section  6511  any  payment  of  tax  imposed 
by  chapter  28  which,  pursuant  to  section  6157 ,  is  made  for  a  calendar 
quarter  or  other  period  within  a  calendar  year  shall,  if  made  before  the 
last  days  prescribed  for  filing  the  return  for  the  calendar  year  ( determined 
without  regard  to  any  extension  of  time  for  filing) ,  be  considered  made 
on  such  last  day. 

******* 

CHAPTER  67— INTEREST 

******* 

SEC.  6601.  INTEREST  ON  UNDERPAYMENT,  NONPAYMENT,  OR  EXTEN¬ 
SIONS  OF  TIME  FOR  PAYMENT,  OF  TAX. 

(k)  Exception  as  to  Federal  Unemployment  Tax. —  This  section 
shall  not  apply  to  any  failure  to  make  a  payment  of  tax  imposed  by  section 
3301  for  a  calendar  quarter  or  other  period  within  a  taxable  year  required 
under  authority  of  section  6157. 

[(k)J  (1)  No  Interest  on  Certain  Adjustments. — 

For  provisions  prohibiting  interest  on  certain  adjustments  in  tax, 
see  section  6205(a). 


SOCIAL  SECURITY  ACT 

******* 

Employment  Security  Administration  Account 
Establishment  of  Account 

Section  901.  (a)  There  is  hereby  established  in  the  Unemployment 
Trust  Fund  an  employment  security  administration  account. 

*****  *  * 
Administrative  Expenditures 

(c)(1)  There  are  hereby  authorized  to  be  made  available  for  ex¬ 
penditure  out  of  the  employment  security  administration  account  for 
the  fiscal  year  ending  June  30,  1964,  and  for  each  fiscal  year  there¬ 
after — 

(A)  such  amounts  (not  in  excess  of  the  limit  provided  by 
paragraph  (3))  as  the  Congress  may  deem  appropriate  for  the 
purpose  of — 

(i)  assisting  the  States  in  the  administration  of  their 
unemployment  compensation  laws  as  provided  in  title  III 
(including  administration  pursuant  to  agreements  under  any 
Federal  unemployment  compensation  law,  except  the  Tem¬ 
porary  Unemployment  Compensation  Act  of  1958,  as 
amended) , 
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(ii)  the  establishment  and  maintenance  of  systems  of 
public  employment  offices  in  accordance  with  the  Act  of 
June  6,  1933,  as  amended  (29  U.S.C.,  secs.  49-49n),  and 

(iii)  carrying  into  effect  section  2012  of  title  38  of  the 
United  States  Code: 

(B)  such  amounts  as  the  Congress  may  deem  appropriate  for 
the  necessary  expenses  of  the  Department  of  Labor  for  the 
performance  of  its  functions  under — 

(i)  this  title  and  titles  Ill  and  XII  of  this  Act, 

(ii)  the  Federal  Unemployment  Tax  Act, 

(iii)  the  provisions  of  the  Act  of  June  G,  1933,  as  amended, 

(iv)  subchapter  II  of  chapter  41  (except  section  2012)  of 
title  38  of  the  United  States  Code,  and 

(v)  any  Federal  unemployment  compensation  law,  except 
the  Temporary  Unemployment  Compensation  Act  of  1958, 
as  amended. 

The  term  “necessary  expenses”  as  used  in  this  subparagraph  (B)  shall 
include  the  expense  of  reimbursing  a  State  for  salaries  and  other 
expenses  of  employees  of  such  State  temporarily  assigned  or  detailed 
to  duty  with  the  Department  of  Labor  and  of  paying  such  employees 
for  travel  expenses,  transportation  of  household  goods,  and  per  diem 
in  lieu  of  subsistence  while  away  from  their  regular  duty  stations  in 
the  State,  at  rates  authorized  by  law  for  civilian  employees  of  the 
Federal  Government. 

[(3)  For  purposes  of  paragraph  (1)(A),  the  limitation  on  the 
amount  authorized  to  be  made  available  for  any  fiscal  year  is — 

[(A)  in  the  case  of  the  fiscal  year  ending  June  30,  1964,  an 
amount  equal  to  95  percent  of  the  amount  estimated  by  the  Secre¬ 
tary  of  the  Treasury  as  the  net  receipts  during  such  fiscal  year 
under  the  Federal  Unemployment  Tax  Act,  and 

[(B)  in  the  case  of  any  fiscal  year  thereafter,  an  amount  equal 
to  95  percent  of  the  amount  estimated  and  set  forth  in  the  Budget 
of  the  United  States  Government  for  such  fiscal  year  as  the  net 
receipts  during  such  year  under  the  Federal  Unemployment  Tax 
Act. 

Each  estimate  of  net  receipts  under  this  paragraph  shall  be  based 
on  a  tax  rate  of  0.4  percent.  The  Secretary  of  the  Treasury  shall  re¬ 
port  his  estimate  under  subparagraph  (A)  to  the  Congress  within 
30  days  after  the  date  of  the  enactment  of  tbis  paragraph.  Such  report 
shall  be  printed  as  a  House  document. 3 

(3)  For  purposes  oj  paragraph  ( 1)(A ),  ihe  limitation  on  the  amount 
authorized  to  be  made  available  for  any  fiscal  year  is  an  amount  equal  to  95 
percent  of  the  amount  estimated  and  set  forth  in  the  budget  of  the  United 
States  Government  for  such  fiscal  year  as  the  net  receipts  during  such  year 
under  the  Federal  Unemployment  Tax  Act;  except  that  this  limitation  is 
increased  by  any  unexpended  amount  retained  in  the  employment  security 
administration  account  in  accordance  with  section  901(f)(3)(B).  Each 
estimate  of  net  receipts  under  this  paragraph  shall  be  based  upon  a  tax 
rate  of  0.4  percent. 
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Determination  of  Excess  and  Amount  To  Be  Retained  in  Employment  Security 

Administration  Account 

(f)(1)  The  Secretary  of  the  Treasury  shall  determine  as  of  the 
close  of  each  fiscal  year  (beginning  with  the  fiscal  year  ending  June  30, 
1961)  the  excess  in  the  employment  security  administration  account. 

(2)  [The]  (^4)  Except  as  provided  in  subparagraph  ( B ),  the  excess 
in  the  employment  security  administration  account  as  of  the  close 
of  any  fiscal  year  is  the  amount  by  which  the  net  balance  in  such  ac¬ 
count  as  of  such  time  (after  the  application  of  section  902(b))  exceeds 
the  net  balance  in  the  employment  security  administration  account 
as  of  the  beginning  of  that  fiscal  year  (including  the  fiscal  year  for 
which  the  excess  is  being  computed)  for  which  the  net  balance  was 
higher  than  as  of  the  beginning  of  any  other  such  fiscal  year. 

( B )  With  respect  to  the  fiscal  years  ending  June  SO,  1970,  June  30, 
1971,  and  June  30, 1972,  the  balance  in  the  employment  security  adminis¬ 
tration  account  at  the  close  oj  each  such  fiscal  year  shall  not  be  considered 
excess  but  shall  be  retained  in  the  account  jor  use  as  provided  in  paragraph 
( 1 )  oj  subsection  (c). 

******  * 

o 
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91st  CONGRESS 
1st  Session 


Calendar  No.  272 

H.  R.  9951 

[Report  No.  91-281] 


IN  THE  SENATE  OE  THE  UNITED  STATES 

May  16, 1969 

Read  twice  and  referred  to  the  Committee  on  Finance 

June  26, 1969 

Reported  by  Mr.  Long,  with  an  amendment 
[Insert  tlie  part  printed  in  italic] 


AN  ACT 

To  provide  for  the  collection  of  tlie  Federal  unemployment 
tax  in  quarterly  installments  during  each  taxable  year;  to 
make  status  of  employer  depend  on  employment  during 
preceding  as  well  as  current  taxable  year;  to  exclude 
from  the  computation  of  tlie  excess  tlie  balance  in  the 
employment  security  administration  account  as  of  the 
close  of  fiscal  years  1970  through  1972;  to  raise  the  limi¬ 
tation  on  the  amount  authorized  to  he  made  available  for 
expenditure  out  of  the  employment  security  administra¬ 
tion  account  by  the  amounts  so  excluded;  and  for  other 
purposes. 

1  Be  it  enacted  by  tlie  Senate  and  House  of  Bepresenta- 

2  fives  of  the  United  States  of  America  in  Congress  assembled , 

3  That  section  8306  (a)  of  the  Internal  Revenue  Code  of  1954 
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(relating  to  definition  of  employer)  is  amended  to  read  as 
follows : 

“  (a)  Employee. — Eor  purposes  of  this  chapter,  the 
term  ‘employer’  does  not  include  any  person  unless  on  each 
of  some  20  days  during  the  taxable  year  or  during  the 
preceding  taxable  year,  each  day  being  in  a  different  calen¬ 
dar  week,  the  total  number  of  individuals  who  were  em¬ 
ployed  by  him  in  employment  for  some  portion  of  the  day 
(whether  or  not  at  the  same  moment  of  time)  was  4  or 
more.” 

SEC.  2.  COLLECTION  OF  FEDERAL  UNEMPLOYMENT  TAX 
ON  QUARTERLY  OR  OTHER  TIME  PERIOD  BASIS. 

(a)  Quarterly  Payment  of  Eedeeal  Unemploy¬ 
ment  Tax. — Subchapter  A  of  chapter  62  of  the  Internal 
Revenue  Code  of  1954  (relating  to  place  and  due  date  for 
payment  of  tax)  is  amended  by  striking  out  section  6157 
and  by  inserting  in  lieu  thereof  the  following : 

“SEC.  6157.  PAYMENT  OF  FEDERAL  UNEMPLOYMENT  TAX 
ON  QUARTERLY  OR  OTHER  TIME  PERIOD 
BASIS. 

(a)  General  Rule. — Every  person  who  for  the  cal¬ 
endar  year  is  an  employer  (as  defined  in  section  3306  (a)  ) 
shall— 

“(1)  if  the  person  in  the  preceding  calendar  year 
employed  4  or  more  employees  in  employment  (within 
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the  meaning  of  section  3306  (c)  and  (d) )  on  each  of 
some  20  days  during  such  preceding  calendar  year,  each 
such  day  being  in  a  different  calendar  week,  compute 
the  tax  imposed  by  section  3301  for  each  of  the  first 
three  calendar  quarters  in  the  calendar  year,  and 
“  (2)  if  paragraph  (1)  does  not  apply,  compute  the 
tax  imposed  by  section  3301 — 

“(A)  for  the  period  beginning  with  the  first 
day  of  the  calendar  year  and  ending  with  the  last 
day  of  the  calendar  quarter  (excluding  the  last 
calendar  quarter)  in  which  such  person  becomes 
such  an  employer,  and 

“(B)  for  the  third  calendar  quarter  of  such 
year,  if  the  period  specified  in  subparagraph  (A) 
includes  only  the  first  two  calendar  quarters  of  the 
calendar  year. 

The  tax  for  any  calendar  quarter  or  other  period  shall  he 
computed  as  provided  in  subsection  (b)  and  the  tax  as  so 
computed  shall,  except  as  otherwise  provided  in  subsections 
(c)  and  (d),  he  paid  in  such  manner  and  at  such  time 
as  may  he  provided  in  regulations  prescribed  by  the  Secre¬ 
tary  or  his  delegate. 

“(b)  Computation  op  Tax. — The  tax  for  any  cal¬ 
endar  quarter  or  other  period  referred  to  in  paragraph  ( 1 ) 
or  (2)  of  subsection  (a)  shall  he  computed  by  multiplying 
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the  amount  of  wages  (as  defined  in  section  3306  (b)  )  paid 
in  such  calendar  quarter  or  other  period  by  the  number  of 
percentage  points  (including  fractional  points)  by  which  the 
rate  of  tax  specified  in  section  3301  exceeds  2.7  percent. 

“  (c)  Special  Rule  foe  Calendar  Years  1970  and 
1971. — For  purposes  of  subsection  (a) ,  the  tax  computed  as 
provided  in  subsection  (b)  for  any  calendar  quarter  or  other 
period  shall  be  reduced  ( 1 )  by  66-f  percent  if  such  quarter  or 
period  is  in  1970,  and  (2)  by  33|-  percent  if  such  quarter  or 
period  is  in  1971. 

“(d)  Special  Rule  Where  Accumulated  Amount 
Does  Not  Exceed  $100. — Nothing  in  this  section  shall 
require  the  payment  of  tax  with  respect  to  any  calendar  quar¬ 
ter  or  other  period  if  the  tax  under  section  3301  for  such 
period,  plus  any  unpaid  amounts  for  prior  periods  in  the 
calendar  year,  does  not  exceed  $100.” 

(b)  Assessment  Authority. — Section  6201  (b)  of 
such  Code  (relating  to  assessment  authority)  is  amended  to 
read  as  follows: 

“  (b)  Amount  Not  To  Be  Assessed. — 

“(1)  Estimated  income  tax. — No  unpaid 
amount  of  estimated  tax  under  section  6153  or  6154 
shall  be  assessed. 

“  (2)  Federal  unemployment  tax. — No  unpaid 
amount  of  Federal  unemployment  tax  for  any  calendar 
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quarter  or  other  period  of  a  calendar  year,  computed  as 

provided  in  section  6157,  shall  he  assessed.” 

(c)  Treatment  of  Quarterly  Payment  of  Fed¬ 
eral  Unemployment  Tax. — Subchapter  B  of  chapter  64 
of  such  Code  is  amended  by  adding  at  the  end  thereof  the 
following  new  section: 

“SEC.  6317.  PAYMENTS  OF  FEDERAL  UNEMPLOYMENT  TAX 
FOR  CALENDAR  QUARTER. 

“Payment  of  Federal  unemployment  tax  for  a  calendar 
quarter  or  other  period  within  a  calendar  year  pursuant  to 
section  6157  shall  be  considered  payment  on  account  of  the 
tax  imposed  by  chapter  23  of  such  calendar  year.” 

(d)  Time  Tax  Considered  Paid. — Section  6513  of 
such  Code  (relating  to  time  return  deemed  filed  and  tax 
considered  paid)  is  amended  by  adding  at  the  end  thereof 
the  following  new  subsection: 

“(e)  Payments  of  Federal  Unemployment 
Tax. — Notwithstanding  subsection  (a),  for  purposes  of  sec¬ 
tion  6511  any  payment  of  tax  imposed  by  chapter  23  which, 
pursuant  to  section  6157,  is  made  for  a  calendar  quarter  or 
other  period  within  a  calendar  year  shall,  if  made  before 
the  last  day  prescribed  for  filing  the  return  for  the  calendar 
year  (determined  without  regard  to  any  extension  of  time 
for  filing) ,  he  considered  made  on  such  last  day.” 

(e)  Interest  on  Underpayments  or  Non  pa  Y' 
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ment  of  Tax. — Section  6601  of  such  Code  (relating  to 
interest  on  underpayment  or  nonpayment  of  tax)  is 
amended  by  redesignating  subsection  (k)  as  subsection  (1) 
and  by  adding  a  new  subsection  (k)  to  read  as  follows: 

“(k)  Exception  as  to  Eedeeal  Unemployment 
Tax. — This  section  shall  not  apply  to  any  failure  to  make 
a  payment  of  tax  imposed  by  section  3301  for  a  calendar 
quarter  or  other  period  within  a  taxable  year  required  under 
authority  of  section  6157.” 

(f)  Technical  and  Clerical  Amendments. — 

( 1 )  The  table  of  sections  for  subchapter  A  of 
chapter  62  of  the  Internal  Revenue  Code  of  1954  is 
amended  by  striking  out 

“Sec.  G157.  Payment  of  taxes  under  provisions  of  the  Tariff 
Act.” 

and  inserting  in  lieu  thereof 

“Sec.  6157.  Payment  of  Federal  unemployment  tax  on  quar¬ 
terly  or  other  time  period  basis.” 

(2)  The  table  of  sections  for  subchapter  B  of 
chapter  64  of  such  Code  is  amended  by  adding  at  the 

end  thereof  the  following: 

“Sec.  6317.  Payments  of  Federal  unemployment  tax  for  cal¬ 
endar  quarter.” 

SEC.  3.  EMPLOYMENT  SECURITY  ADMINISTRATION  AC¬ 
COUNT. 

(a)  Paragraph  (3)  of  section  901  (c)  of  the  Social 
Security  Act  is  amended  to  read  as  follows: 
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“(3)  For  purposes  of  paragraph  (1)  (A),  the  limita¬ 
tion  on  the  amount  authorized  to  he  made  available  for  any 
fiscal  year  is  an  amount  equal  to  95  percent  of  the  amount 
estimated  and  set  forth  in  the  budget  of  the  United  States 
Government  for  such  fiscal  year  as  the  net  receipts  during 
such  year  under  the  Federal  Unemployment  Tax  Act;  except 
that  this  limitation  is  increased  by  any  unexpended  amount 
retained  in  the  employment  security  administration  account 
in  accordance  with  section  901  (f)  (2)  (B) .  Each  estimate  of 
net  receipts  under  this  paragraph  shall  be  based  upon  a  tax 
rate  of  0.4  percent.” 

(b)  Paragraph  (2)  of  section  901  (f)  of  such  Act  is 
amended  (1)  by  striking  out  “The”  and  inserting  in  lieu 
thereof  “(A)  Except  as  provided  in  subparagraph  (B) , 
the”,  and  (2)  by  adding  at  the  end  thereof  the  following: 

“(B)  With  respect  to  the  fiscal  years  ending  June  30, 
1970,  June  30,  1971,  and  June  30,  1972,  the  balance  in  the 
employment  security  administration  account  at  the  close  of 
each  such  fiscal  year  shall  not  be  considered  excess  but  shall 
be  retained  in  the  account  for  use  as  provided  in  paragraph 
(1)  of  subsection  (c) .” 

SEC.  4.  EFFECTIVE  DATE. 

(a)  The  amendments  made  by  the  first  two  sections  of 
this  Act  shall  apply  with  respect  to  calendar  years  begin¬ 
ning  after  December  31,  1969. 
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(b)  The  amendments  made  by  section  3  shall  take  effect 
upon  enactment  of  this  Act. 

SEC.  5.  TRANSACTIONS  BY  PRIVATE  FOUNDATIONS  WITH 
GOVERNMENT  OFFICIALS. 

( a)  Dental  of  Exemption. — Part  I  of  snbchapter  F 
of  chapter  1  of  the  Internal  Revenue  Code  of  1954  (relating 
to  exempt  organizations)  is  amended  by  adding  at  the  end 
thereof  the  following  new  section: 

“SEC.  505.  IMPROPER  TRANSACTIONS  BY  PRIVATE  FOUN¬ 
DATIONS  WITH  GOVERNMENT  OFFICIALS, 
“(a)  Denial  of  Exemption. — A  private  foundation 
or  organization  shall  not  be  exempt  from  taxation  under  sec¬ 
tion  501  ( a)  if  such  foundation  or  organization  engages,  di¬ 
rectly  or  indirectly,  in  any  of  the  following  transactions  with 
an  individual  who  is  a  government  official  or  a  member  of  the 
family  of  a  government  official: 

“(1)  Makes,  or  offers  to  make,  any  payment  of  money 
to  any  such  individual. 

“(2)  Makes,  or  offers  to  make,  any  gift  or  contribution, 
in  any  form  whatsoever,  to  or  for  the  use  of  any  such  in¬ 
dividual,  or  makes,  or  offers  to  make,  services  or  facilities 
available  to  any  such  individual. 

“(3)  Transfers  or  leases,  or  offers  to  transfer  or  lease, 
any  property  to  any  such  individual,  or  purchases  or  leases, 
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or  offers  to  purchase  or  lease,  any  property  from  any  such 
individual. 

“(4)  Employs,  or  offers  to  employ,  any  such  individual , 
or  retains,  or  offers  to  retain,  the  personal  services  of  any 
such  individual  (unless  such  employment  or  personal  services 
are  performed  without  payment  of  any  compensation  or  fee 
whatsoever  ) . 

“(b)  Exceptions. — Subsection  (a)  shall  not  apply 

to — 

“(1)  prizes  or  awards  which  are  excluded  from  the 
gross  income  of  the  recipients  under  section  74,  if  the 
recipients  of  such  prizes  or  awards  are  selected  from  the 
general  public; 

“(2)  scholarships  or  fellowships  which  are  excluded 
from  the  gross  income  of  the  recipients  under  section  117, 
if  the  recipients  of  such  scholarships  or  fellowships  are 
candidates  for  degrees  at  educational  institutions  (as 
defined  in  section  151(e)(4)  )  and  are  selected  from  the 
general  public  on  a  competitive  basis  or  on  a  basis  of 
need; 

“(3)  any  annuity  or  other  payment  (A)  by  a  trust 
(forming  part  of  a  stock-bonus,  pension,  or  profit-sharing 
plan)  which  is  a  qualified  trust  under  section  401,  or 

H.K.9951—  2 
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(B)  under  a  plan  which  meets  the  requirements  of  sec¬ 
tion  404  (a)(2); 

“(4)  any  services  or  facilities  made  available  to  any 
such  individual  on  the  same  basis  as  they  are  made  avail¬ 
able  to  the  general  public;  or 

“(5)  any  contribution  or  gift  (other  than  a  con¬ 
tribution  or  gift  of  money)  to,  or  services  or  facilities 
made  available  to,  any  such  individual,  if  the  aggregate 
value  of  such  contributions,  gifts,  services,  or  facilities 
to,  or  made  available  to,  such  individual  during  the 
calendar  year  does  not  exceed  $25. 

“(c)  Definitions. — For  purposes  of  this  section — 
“(1)  Private  foundation  or  organization. — 
The  term  ‘ private  foundation  or  organization  means 
any  organization  described  in  section  501(c)(3)  and 
exempt  from  taxation  under  section  501(a)  which  does 
not  normally  receive  a  substantial  part  of  its  support 
( exclusive  of  income  received  in  the  exercise  or  perform¬ 
ance  by  such  organization  of  its  charitable,  educational, 
or  other  purpose  or  function  which  constitutes  the  basis 
for  its  exemption  under  section  501  (a) )  from  either — 
“(A)  the  United  States,  a  State,  or  a  possession 
of  the  United,  States,  a  political  subdivision  of  a 
State  or  possession,  or  the  District  of  Columbia,  or 
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“(B)  direct  or  indirect  contributions  from  the 
general  public, 

except  that  such  term  does  not  include  a  church  or  a 
convention  or  association  of  churches,  an  educational 
organization  referred  to  in  section  503(b)(2),  or  a  hos¬ 
pital  referred  to  in  section  503(b)  (5). 

“(2)  Government  official. — The  term  1  govern¬ 
ment  official "  means,  with  respect  to  a  transaction  de¬ 
scribed  in  subsection  (a),  an  individual  who,  at  the  time 
of  such  transaction,  holds  any  of  the  following  offices  or 
positions: 

“(A)  an  elective  public  office  in  the  executive 
or  legislative  branch  of  the  Government  of  the 
United  States; 

“(B)  an  office  in  the  executive,  legislative,  or 
judicial  branch  of  the  Government  of  the  United 
States,  appointment  to  which  was  made  by  the 
President ; 

“(C)  a  position  in  the  executive,  legislative,  or 
judicial  branch  of  the  Government  of  the  United 
States — 

“(i)  which  is  listed  in  schedule  C  of  rule 

VI  of  the  Civil  Service  Pules,  or 
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“  (ii)  the  compensation  for  which  is  equal 
to  or  greater  than  the  lowest  rate  of  compensa¬ 
tion  prescribed  for  G8-16  of  the  General 
Schedule  under  section  5332  of  title  5,  United 
States  Code; 

“(D)  a  position  under  the  House  of  Repre¬ 
sentatives  or  the  Senate  of  the  United  States  held  by 
an  individual  receiving  gross  compensation  at  an 
annual  rate  of  $15,000  or  more; 

“(E)  an  elective  public  office  in  the  executive  or 
judicial  branch  of  the  government  of  a  State  or  of  the 
District  of  Columbia;  and 

“(F)  an  office  in  the  executive  or  judicial 
branch  of  the  government  of  a  State  or  of  the  Dis¬ 
trict  of  Columbia,  appointment  to  which  (or  election 
to  which)  was  made  by  the  Governor  or  legislature 
of  the  State,  or  by  the  Commissioner  of  the  District 
of  Columbia. 

“(3)  Members  of  family. — The  members  of  the 
family  of  an  individual,  with  respect  to  a  transaction 
described  in  subsection  (a),  are — 

“(A)  his  spouse  (other  than  a  spouse  who  is 
legally  separated,  from  the  individual  under  a  decree 
of  divorce  or  separate  maintenance) ,  and 

“(B)  the  children  (including  legally  adopted 
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children  and  stepchildren)  of  such  individual  who 
have  not  attained  the  age  of  21. 

“(d)  Certain  Indirect  Transactions —Subsection 
(a)  shall  not  apply  to  a  transaction  engaged  in  indirectly  by 
a  private  foundation  or  organization  with  an  individual  if 
the  transaction  with  such  individual — 

“(1)  is  engaged  in  directly  by — 

w  an  organization  ( other  than  a  private 
foundation  or  organization)  which  is  described  in 
section  501(c)(3)  and  is  exempt  from  taxation 
under  section  501(a),  or 

“(B)  an  organization  which  is  an  agency  or  in¬ 
strumentality  of  (or  owned  or  operated  by)  the 
United  States,  a  State,  a  political  subdivision  of  a 
State,  or  one  or  more  States  or  political  subdivisions, 
and 

“(2)  is  not  engaged  in  on  behalf  of,  or  at  the  request 
or  direction  of,  the  private  foundation  or  organization, 
or  with  prior  knowledge  and  approval  by  the  private 
foundation  or  organization  of  the  identity  of  such  in¬ 
dividual. 

“(e)  Taxable  Years  Affected. — 

“(1)  In  general. — Except  as  provided  in  para¬ 
graph  (2),  a  private  foundation  or  organization  shall  be 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 


14 


denied  exemption  from  taxation  under  section  501  (a)  by 
reason  of  subsection  (a)  for  all  taxable  years  beginning 
until  the  taxable  year  during  which  it  is  notified  by  the 
Secretary  or  his  delegate  that  it  has  engaged  in  a  transac¬ 
tion  to  which  subsection  ( a)  applies.  The  Secretary  or  his 
delegate  shall  publish  such  notice  in  the  Federal  Register 
on  the  day  on  which  he  so  notifies  such  private  foundation 
or  organization. 

11  (2)  Future  status. — Under  regulations  pre¬ 
scribed  by  the  Secretary  or  his  delegate,  any  private 
foundation  or  organization  which  is  denied  exemption 
from  taxation  under  section  501  (a)  by  reason  of  sub¬ 
section  (a)  may,  with  respect  to  the  second  taxable  year 
following  the  taxable  year  in  which  notice  is  given  under 
paragraph  (1)  (or  any  taxable  year  thereafter) ,  file 
claim  for  exemption  from  taxation  under  section  501  (a). 
If  the  Secretary  or  his  delegate  is  satisfied  that  such  pri¬ 
vate  foundation  or  organization  will  not  knowingly  again 
engage  in  a  transaction  to  which  subsection  ( a)  applies, 
such  private  foundation  or  organization  shall  not,  with 
respect  to  taxable  years  beginning  with  the  taxable  year 
with  respect  to  which  such  claim  is  filed,  be  denied  exemp¬ 
tion  from  taxation  under  section  501(a)  by  reason  of 
any  transaction  to  which  subsection  (a)  applies  engaged 
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in  before  the  date  on  which  such  notice  was  given  under 
paragraph  (1). 

“(f)  Disallowance  of  Charitable  Deduc¬ 
tions. — No  gift,  contribution,  bequest,  devise,  legacy,  or 
transfer,  otherwise  allowable  as  a  deduction  under  section 
170,  515(b)(2),  642(c),  2055,  2106(a)(2),  or  2522, 
shall  be  allowed  as  a  deduction  if  made — 

“(i)  to  a  private  foundation  or  organization  after 
the  date  on  which  the  Secretary  or  his  delegate  publishes 
notice  under  subsection  (e)(1)  that  he  has  notified  such 
foundation  or  organization  that  it  has  engaged  in  a  trans¬ 
action  to  which  subsection  (a)  applies,  and 

“(2)  in  a  taxable  year  of  such  private  foundation  or 
organization  for  which  it  is  not  exempt  from  taxation 
under  section  501(a)  by  reason  of  subsection  (a).” 

(b)  Clerical  Amendment. — The  table  of  sections 
for  such  part  I  is  amended  by  adding  at  the  end  thereof  the 
following  new  item: 

“Sec.  505.  Improper  transactions  l>y  private  foundations 
with  government  officials.'1'1 

(c)  Effective  Date. — The  amendments  made  by  this 
section  shall  apply  to  taxable  years  ending  after  the  date  of 
the  enactment  of  this  Act,  but  only  with  respect  to  transac¬ 
tions  occurring  after  such  date. 
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SEC.  6.  TAXATION  OF  AMOUNTS  RECEIVED  BY  GOVERN¬ 
MENT  OFFICIALS  FROM  TAX-EXEMPT  PRIVATE 
FOUNDATIONS. 

(a)  Imposition  of  Excise  Tax. — 

(1)  In  general. — Chapter  39  of  the  Internal  Reve¬ 
nue  Code  of  1954  (relating  to  regulatory  taxes)  is 
amended  by  adding  at  the  end  thereof  the  following  new 
subchapter : 

“Subchapter  F—\ Transactions  by  Government  Offi¬ 
cials  With  Tax-Exempt  Private  Foundations 

“Sec.  4891.  Taxes  imposed. 

“Sec.  ^892.  Definitions. 

“Sec.  4893.  Special  rules. 

“ SEC .  4891.  TAXES  IMPOSED. 

“(a)  Government  Officials. — There  is  hereby  im¬ 
posed  on  the  receipt  by  a  government  official  or  a  member  of 
his  family  of — 

“(1)  any  money  from  a  tax-exempt  private  founda¬ 
tion  or  organization  in  a  transaction  to  which  section 
505(a)  applies,  or 

“(2)  any  property  (other  than  money)  from,  or 
services  or  facilities  furnished  by,  a  tax-exempt  private 
foundation  or  organization  in  a  transaction  to  which 
section  505(a)  applies, 

a  tax  equal  to  100  percent  of  the  amount  of  money,  or  the 
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fail 1  market  value  of  the  property,  services,  or  facilities,  so 
received. 

“(b)  Foundation  Managers. — In  any  case  in  which 
a  tax  is  imposed  under  subsection  (a)  with  respect  to  a  trans¬ 
action  to  ivliich  section  505  ( a)  applies,  there  is  hereby  im¬ 
posed  on  the  foundation  manager  or  managers  who  authorize 
such  transaction  on  behalf  of  the  tax-exempt  private  founda¬ 
tion  or  organization,  knowing  that  it  is  a  transaction  to  which 
such  section  applies,  a  tax  equal  to  the  tax  imposed  by 
subsection  (a).  In  the  case  of  a  transaction  to  which  section 
505(a)  applies  which  consists  of  an  offer  described  in  such 
section  which  is  not  accepted,  there  is  hereby  imposed  on  the 
foundation  manager  or  managers  who  authorize  such  trans¬ 
action  on  behalf  of  the  tax-exempt  private  foundation  or 
organization,  knowing  that  it  is  a  transaction  to  which 
such  section  applies,  a  tax  equal  to  the  tax  which  would  be 
imposed  by  subsection  (a)  if  such  offer  had  been  accepted 
(or,  if  the  tax  which  woidd  be  imposed  by  subsection  (a) 
cannot  be  ascertained,  a  tax  of  $5,000). 

“SEC.  4892.  DEFINITIONS. 

“For  purposes  of  this  subchapter — 

“(1)  In  general. — The  terms  1  private  foundation 
or  organization  ,  ‘ government  official’,  and  1  member  of 
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family  shall  have  the  meanings  assigned  to  them  in 
section  505(c). 

“( 2)  Tax-exempt  private  foundation  or  or¬ 
ganization. — The  term  ‘ tax-exempt  private  foundation 
or  organization ’  means,  with  respect  to  any  transaction, 
a  private  foundation  or  organization  with  respect  to 
which,  at  the  time  of  such  transaction,  the  Secretary  or 
his  delegate  has  not  published  notice  under  section  505(e) 
that  it  has  engaged  in  a  transaction  to  which  section 
505(a)  applies,  and  has  not  notified  it  that  section 
501(a)  has  ceased  to  apply  to  it  by  reason  of  any  other 
provision  of  subtitle  A. 

11  (3)  Foundation  manager. — The  term  ‘founda¬ 
tion  manager  means  an  individual  serving  as  an  officer, 
director,  or  trustee,  or  in  any  other  supervisory  position, 
of  a  tax-exempt  private  foundation  or  organization 
who,  by  reason  of  such  position,  has  authority  (either 
alone  or  with  any  other  such  individual  or  individuals) 
to  determine  the  transactions  in  which  such  foundation 
or  organization  will  engage  and  will  not  engage. 

“SEC.  4893.  SPECIAL  RULES. 

“(a)  Sales  and  Purchases  of  Property,  Etc  — 
“(1)  Sales  to  private  foundations— In  the 
case  of  money,  property,  services,  or  facilities  received  as 
consideration  in  a  sale  of  property  to,  or  exchange  of 
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property  with,  a  tax-exempt  private  foundation  or  orga¬ 
nization,  the  tax  imposed  by  section  4891(a)  shall  apply 
only  to  an  amount  equal  to  the  gain  realized,  on  such  sale 
or  exchange. 

“(2)  Purchases  from  private  founda¬ 
tions. — In  the  case  of  property,  services,  or  facilities 
received  by  purchase  from  a  tax-exempt  private  founda¬ 
tion  or  organization,  the  tax  imposed  by  section  4891  ( a ) 
shall  apply  only  to  an  amount  equal  to  the  amount  by 
which  the  fair  market  value  of  the  property,  seiwices,  or 
facilities  received  exceeds  the  consideration  paid  therefor. 
“(b)  Person  Liable  for  Tax. — 

“(1)  Government  officials —The  tax  imposed 
by  section  4891( a)  shall  be  paid  by  the  individual  receiv¬ 
ing  the  money,  property,  services,  or  facilities  subject  to 
tax,  except  that  if  such  individual  is  a  member  of  the 
family  of  a  government  official,  such  tax  shall  be  paid 
by  such  government  official. 

“(2)  Foundation  managers. — The  tax  imposed 
by  section  4891(b)  shall  be  paid  by  the  foundation  man¬ 
ager  or  managers  who  authorize  the  transaction  to  which 
section  505  (a)  applies  on  behalf  of  the  tax-exempt  pri¬ 
vate  foundation  or  organization.  If  more  than  one  foun¬ 
dation  manager  is  liable  for  the  tax  imposed  by  such  sec¬ 
tion  with  respect  to  the  same  transaction,  such  founda- 
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tion  managers  shall  be  jointly  and  severally  liable  for  the 
tax  so  imposed. 

“(c)  Regulations. — The  Secretary  or  his  delegate 
shall  prescribe  such  regulations  as  may  be  necessary  to  carry 
out  the  purposes  of  this  subchapter.” 

(2)  Clerical  amendment. — The  table  of  sub¬ 
chapters  for  such  chapter  39  is  amended  by  adding  at 

the  end  thereof  the  following  new  item: 

“ Subchapter  F — Transactions  by  government  officials  with  tax-exempt 

private  foundations 

(b)  Exclusion  From  Gross  Income. — 

(1)  In  genera  l. — Part  III  of  subchapter  B  of 
chapter  1  of  the  Internal  Revenue  Code  of  1954  (relat¬ 
ing  to  items  specifically  excluded  from  gross  income)  is 
amended  by  renumbering  section  123  as  124,  and  by  in¬ 
serting  after  section  122  the  following  new  section: 

“SEC.  123.  AMOUNTS  RECEIVED  BY  GOVERNMENT  OFFI¬ 
CIALS  SUBJECT  TO  EXCISE  TAX. 

“Gross  income  does  not  include  any  money  or  the  value 
of  any  property,  services,  or  facilities  received  by  a  govern¬ 
ment  official  or  a  member  of  his  family  on  the  receipt  of  which 
a  tax  is  imposed  by  section  4891  ( a).” 

(2)  Clerical  amendment.— The  table  of  sections 


21 


1  for  such  part  III  is  amended  by  striking  out  the  last 

2  item  and  inserting  in  lieu  thereof  the  following: 

“Sec.  123.  Amounts  received  by  government  officials  subject 
to  excise  tax. 

U/Sec.  12jj.  Cross  references  to  other  Acts.” 

3  (c)  Effective  Date. — The  amendment  made  by  sub- 

4  section  ( a)  shall  apply  with  respect  to  money,  property, 

5  services,  and  facilities  received  after  the  date  of  the  enact- 

6  ment  of  this  Act.  The  amendment  made  by  subsection  (b) 

7  shall  apply  to  taxable  years  ending  after  the  date  of  the  enact¬ 
'd  ment  of  this  Act,  but  only  with  respect  to  money,  property, 
9  services,  and  facilities  received  after  such  date. 

Passed  the  House  of  Representatives  May  13,  1969. 

Attest:  W.  PAT  JENNINGS, 

Clerk. 
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SE.NAIE- 


/yCe'y 


0.  TAXATION.  Began  debate  on  H.  R.  9951,  providing  for  collection  of  the  Federal 

unemployment  tax  in  quarterly  installments  during  each  taxable  year  (pp.  GSgSesEpf 
S8844-5).  Pending  at  adjournment  was  an  amendment  by  Sen.  Long,  La.,  to  con- 
tinue  the  10-percent  surtax  through  Dec.  31,  1969  (p,  S8847). 

Received  the  House-passed  bill,  H.  R~.  1 3080 ,  to  continue  for  an  additional  15 

days,  the  existing  rates  of  income  tax  withheld.  After  the  second  reading  ob¬ 
jection  to  further  proceedings  was  heard  and  the  bill  was  placed  on  the  calendar. 

I .  S8831-6 

ieiu  Packwood  discussed  the  effect  of  the  surtax  on  Oreg.  which  is- "heavi  ly- ' 
dependent  upon  the  lumber  industry,  and... upon  the  homebuilding  industry."  pp. 
S8792- 

Sen.  \ning,  Ohio,  stated  that  "we  must  not  extend... tax  on  tax  unles§/it  is 
accompanied/ by  wide-ranging  and  real  tax  reform. :  pp.  S8795-6 

1.  ELivJ'.  IRF1CAT1  ONa^^  Passed  without  amendments  S.  2678,  to  amend  the  Flood  Control 

Act  of  1962  to  provide  for  optimum  development  at  Tocks  Island  J>am  and  Reservoir 
project.  pp.  S87m/92 

2.  PPB.  Received  from  GA0\i  report  on  a  survey  of  progress  Lpf^  implementing  the 

planning-programing-budgeting  system  in  executive  agencies.  p.  S8798 

3.  NATURAL  RESOURCES.  Sen.  Jacks^qn  inserted  an  article/describing  the  donation  of  a 

$6  million  stand  of  prime  redwood  timber  to  the  Nature  Conservancy.  pp.  S8815-6 

4.  PESTICIDES.  Sen.  Nelson  inserted  an\edi torial/on  the  apparent  effect  of  per¬ 

sistent  pesticides  on  the  ecological  rjalanoU  within  our  environment .  pp.  S8818-9 

5.  TRAILS.  Sen.  Jackson  inserted  a  press  ^reh^se,  "Land  and  Water  Trails  Easy  Way 

to  Explore  America."  pp.  S8819-20 

6.  CHEMICAL  WARFARE.  Sen.  Hartke  submitted  a  resolution  relating  to  Geneva  Protocol 
of  1925  banning  the  first-use/r  gas  and  bacteriological  warfare.  pp.  S8839-41 

EXTENSION  OF  REMARKS 

7.  ELECTIRFICATION .  Rep .  .Hathaway  defended  the  Dickey-Lincolz/hydroelectric  project 
against  "  unwar  ran  tecj/at  tack.  "  p.  E6447 

8.  WELFARE;  FOOD  STAMPS.  Rep.  Rarick  stated  that  "Failure  to  give  free  food  stamps 
does  not  create  malnutri  tion- -because  malnutrition  is  found  in  arkwalks  of  life, 
and  that  "The  so-called  'Federal  aid'  which  is  the  backbone  of  the  welfare,  re¬ 
lief,  or  public  assistance  program  is  a  pure  and  simple  shameless  political 
robbery/'  pp.  E6453-4 

9.  0PIN/)N  POLL.  Rep.  Eshleman  inserted  the  results  of  a  questionnaire,  includri 
i£ems  of  interest  to  this  Department.  pp.  E6455-6 
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20.  INFLATION;  EXPENDITURES.  Rep.  Wyatt  stated  that  "The  key  to  the  battle  against, 
inflation  should  be  reduction  of  Federal  Government  spending",  and  inserted 
article,  "Making  the  Dollar:  Credit  Squeeze  Felt  by  Lumber  Industry." 


pp.  ''E6467-8 


BILLS  INTRODUCED 


21.  PERSONNEL.  \  H.  R.  13199  by  Rep.  Kyros,  to  implement  the  Federal  employee  pay 

comparabi 1 i\y  system,  to  establish  a  Federal  Employee  Salary  Commission  and  a 
Board  of  Arbitration ;  to  Post  Office  and  Civil  Service  Committee./ 

H.  R.  13211\by  Rep.  Button,  to  permit  officers  and  employees/of  the  Federal 
Government  to  elfeci.  c  overage  under  the  old-age,  survivors,  ancy  disability 
insurance  system;  N:o  Ways  and  Means  Committee. 


22.  FARM  PROGRAM.  H.  R.  1/U93  by  Rep.  Goodling,  to  amend  the  /Agricultural  Adjustment 
Act  of  1933,  as  amendeay-  and  reenacted  and  amended  by  tne  Agricultural  Marketing 
Agreement  Act  of  1937,  aV  amended,  to  provide  for  payment  by  handler  assessments 
of  the  administrative  cost\  of  the  Department  of  Agriculture;  to  Agriculture 
Committee.  \  / 


23.  EMPLOYMENT.  H.  R.  13206  by  Rep.Xstuckey ,  to  provide  incentives  for  the  establish¬ 

ment  of  new  or  expanded  job- producing  industrial  and  commercial  establishments  in 
rural  areas;  to  Ways  and  Moans  Committee. 

i  V 

24.  URBAN  AFFAIRS.  H.  R.  13217  by  Rep.  Dwy\r/"  to  provide  for  the  balanced  urban 
development  and  growth  of  the  United  States;  to  Government  Operations  Committee. 


PRINTED  HEARINGS/ REC El1 


BY  THIS  OFFICE 


23.  FOREIGN  AID.  Linking  reserve  creation  and  development  assistance.  Jt.  Economic 
Committee. 

H.  R.  11792,  proposed  Foreign  Assistance  Act  of\1969.  Part  1.  H.  Foreign 
Affairs . 


26.  SAFETY;  HEALTH.  H.  R.  3200,  to  promote  health  and  safety,  in  the  building  trades  ( 
and  construction  industry.  H.  Education  and  Labor  Committee. 

H.  R.  10987,  7621,/and  7509  proposed  National  Commi ssiork  on  Product  Safety 
Extension  and  Child/Protection  Act.  H.  Interstate  and  Foreign  Commerce  Committee 


27.  PURCHASING.  H.  Rz  474,  Government  procurement  and  contracting,  yart  6.  H.  Gov't 
Operations  Comtrfittee. 


28.  HOUSING.  National  housing  goals.  H.  Banking  and  Currency  Committee. 


29.  AGING.  S4  268,  2120,  and  H.  R.  11235,  amending  the  Older  Americans  Act  ofyl965. 
S.  Labyr  and  Public  Welfare  Committee. 


30.  VETERANS'  BENEFITS.  H.  R.  10290,  11872,  11873,  11925,  11959,  and  12335,  to  in- 
creas.e  veterans'  educational  assistance  allowances.  H.  Veterans'  Affairs 
.ommittee. 


91st  CONGRESS 
1st  Session 


Calendar  No.  272 

H.  R.  9951 


IN  THE  SENATE  OF  THE  UNITED  STATES 

July  30, 1969 
Ordered  to  be  printed 


AMENDMENT 

Proposed  by  Mr.  Long  to  Il.R.  9951,  an  Act  to  provide  for  the 
collection  of  the  Federal  unemployment  tax  in  quarterly  in¬ 
stallments  during  each  taxable  year;  to  make  status  of  em¬ 
ployer  depend  on  employment  during  preceding  as  well  as 
current  taxable  year;  to  exclude  from  the  computation  of 
the  excess  the  balance  in  the  employment  security  admin¬ 
istration  account  as  of  the  close  of  fiscal  years  1970  through 
through  1972;  to  raise  the  limitation  on  the  amount  author¬ 
ized  to  be  made  available  for  expenditure  out  of  the  em¬ 
ployment  security  administration  account  by  the  amounts 
so  excluded;  and  for  other  purposes;  viz:  At  the  end  of  the 
Act  add  the  following  new  sections: 

1  SEC.  5.  EXTENSION  OF  TAX  SURCHARGE. 

2  (a)  Surcharge  Extension.— Section  51  (a)  of  the 

3  Internal  Revenue  Code  of  1954  (relating  to  imposition  of 

4  tax  surcharge)  is  amended — 

Arndt.  No.  109 


O 


1  (1)  by  striking  out  so  much  of  paragraph  (1)  (A) 

2  as  follows  the  table  heading  “CALENDAR  YEAR 

3  1969”  and  inserting  in  lieu  thereof  the  following: 


“TABLE  1. — SINGLE  PERSON  (OTHER  THAN  HEAD  OF  HOUSEHOLD)  AND  MARRIED  PERSONS  FILING  SEPARATE  RETURN 


If  the  adjusted  tax  is: 

The  tax 
is— 

If  the  adjusted  tax  is: 

The  tax 
is— 

If  the  adjusted  tax  is: 

The  tax 
is— 

At  least 

But  less 
than 

At  least 

But  less 
than 

At  least 

But  less 
than 

0 

$148 

0 

$273 

$278 

$26 

$515 

$525 

$52 

$148 

153 

$1 

278 

283 

27 

525 

535 

53 

153 

158 

2 

283 

288 

28 

535 

545 

54 

158 

163 

3 

288 

295 

29 

545 

555 

55 

163 

168 

4 

295 

305 

30 

555 

565 

56 

168 

173 

5 

305 

315 

31 

565 

575 

57 

173 

178 

6 

315 

325 

32 

575 

585 

58 

178 

183 

7 

325 

335 

33 

585 

595 

59 

183 

188 

8 

335 

345 

34 

595 

605 

60 

188 

193 

9 

345 

355 

35 

605 

615 

61 

193 

198 

10 

355 

365 

36 

615 

625 

62 

198 

203 

11 

365 

375 

37 

625 

635 

63 

203 

208 

12 

375 

385 

38 

635 

645 

64 

208 

213 

13 

385 

395 

39 

645 

655 

65 

213 

218 

14 

395 

405 

40 

655 

665 

66 

218 

223 

15 

405 

415 

41 

665 

675 

67 

223 

228 

16 

415 

425 

42 

675 

685 

68 

228 

233 

17 

425 

435 

-  43 

685 

695 

69 

233 

238 

18 

435 

445 

44 

695 

705 

70 

238 

243 

19 

445 

455 

45 

705 

715 

71 

243 

248 

20 

455 

465 

46 

715 

725 

72 

248 

253 

21 

465 

475 

47 

725 

735 

73 

253 

258 

22 

475 

485 

48 

735  and  over,  10%  of  the  adjusted  tax 

258 

263 

23 

485 

495 

49 

263 

268 

24 

495 

505 

50 

268 

273 

25 

505 

515 

51 

TABLE  2- 

-HEAD  OF  HOUSEHOLD 

If  the  adjusted  tax  is: 

The  tax 
is— 

If  the  adjusted  tax  is: 

The  tax 
is— 

If  the  adjusted  tax  is: 

The  tax 
is— 

At  least 

But  less 
than 

At  least 

But  less 
than 

At  least 

But  less 
than 

0 

$223 

0 

$343 

$348 

$25 

$495 

$505 

$50 

$223 

(228 

$1 

348 

353 

26 

505 

515 

51 

228 

233 

2 

353 

358 

27 

515 

425 

52 

233 

238 

3 

358 

363 

28 

525 

535 

53 

238 

243 

4 

363 

368 

29 

535 

545 

54 

243 

248 

5 

368 

373 

30 

545 

555 

55 

248 

253 

6 

373 

378 

31 

555 

565 

56 

253 

258 

7 

378 

383 

32 

565 

575 

57 

258 

263 

8 

383 

388 

33 

575 

585 

58 

263 

268 

9 

388 

393 

34 

585 

595 

59 

268 

273 

10 

393 

398 

35 

595 

605 

60 

273 

278 

11 

398 

403 

36 

605 

615 

61 

278 

283 

12 

403 

408 

37 

615 

625 

62 

283 

288 

13 

408 

413 

38 

625 

635 

63 

288 

293 

14 

413 

418 

39 

635 

645 

64 

293 

298 

15 

418 

423 

40 

645 

655 

65 

298 

303 

16 

423 

428 

41 

655 

665 

66 

303 

308 

17 

428 

433 

42 

665 

675 

67 

308 

313 

18 

433 

438 

43 

675 

685 

68 

313 

318 

19 

438 

445 

44 

685 

695 

69 

318 

323 

20 

445 

455 

45 

695 

705 

70 

323 

328 

21 

455 

465 

46 

705 

715 

71 

328 

333 

22 

465 

475 

47 

715 

725 

72 

333 

338 

23 

475 

485 

48 

725 

735 

73 

338 

343 

24 

485 

495 

49 

735  and  over,  10%  of  the  adjusted  tax 

TABLE  3— MARRIED  PERSONS  OR  SURVIVING  SPOUSE  FILING  JOINT  RETURN 


If  the  adjusted  tax  is: 

The  tax 
is— 

If  the  adjusted  tax  is: 

The  tax 
is — 

If  the  adjusted  tax  is: 

The  tax 
is — 

At  least 

But  less 

than 

At  least 

But  less 
than 

At  least 

But  less 
than 

0 

$293 

0 

$418 

$423 

$26 

$548 

$553 

$52 

$293 

298 

$1 

423 

428 

27 

553 

558 

53 

298 

303 

2 

428 

433 

28 

558 

563 

54 

303 

308 

3 

433 

438 

29 

563 

568 

55 

308 

313 

4 

438 

443 

30 

568 

573 

56 

313 

318 

5 

443 

448 

31 

573 

578 

57 

318 

323 

6 

448 

453 

32 

578 

585 

58 

323 

328 

7 

453 

458 

33 

585 

595 

59 

328 

333 

8 

458 

463 

34 

595 

605 

GO 

333 

338 

9 

463 

468 

35 

605 

615 

61 

338 

343 

10 

468 

473 

36 

615 

625 

62 

343 

348 

11 

473 

478 

37 

625 

635 

63 

348 

353 

12 

478 

483 

38 

635 

645 

64 

353 

358 

13 

483 

488 

39 

645 

655 

65 

358 

363 

14 

488 

493 

40 

655 

665 

66 

363 

368 

15 

493 

498 

41 

665 

675 

67 

368 

373 

16 

498 

503 

42 

675 

685 

68 

373 

378 

17 

503 

508 

43 

685 

695 

69 

378 

383 

18 

508 

513 

44 

695 

705 

70 

383 

388 

19 

513 

518 

45 

705 

715 

71 

388 

393 

20 

518 

523 

46 

715 

725 

72 

393 

398 

21 

523 

528 

47 

725 

735 

73 

398 

403 

22 

528 

533 

48 

735  and  over,  10%  of  the  adjusted  tax 

403 

408 

23 

533 

538 

49 

408 

413 

24 

538 

543 

50 

413 

418 

25 

543 

548 

51 

1  (2)  by  striking  out  the  table  in  paragraph  (1)  (B) 

2  and  inserting  in  lieu  thereof  the  following  table: 


Percent 


"Calendar  year 


Estates  and 

trusts  Corporations 


1968  . . .  7.  5  10. 0 

1969  . . .  10.0  10.0". 


3  and 

4  (3)  by  striking  out  “July  1,  1969”  each  place 

5  it  appears  in  paragraph  (2)  (A)  and  inserting  in  lieu 

6  thereof  “January  1,  1970” 

7  (b)  Receipt  of  Minimum  Distributions. — The  last 

8  sentence  of  section  963  (b)  of  such  Code  (relating  to  receipt 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 


4 


of  minimum  distributions  by  domestic  corporations  is 
amended  by  striking  out  “June  30,  1969”  and  inserting 
in  lieu  thereof  “December  31,  1969'’. 

(c)  Effective  Dates.— 

(1)  In  general. — The  amendments  made  by  sub¬ 
sections  (a)  and  (b)  shall  apply  to  taxable  years  end¬ 
ing  after  June  30,  1969,  and  beginning  before  January  1 , 
1970. 

(2)  Declarations  of  estimated  tax. — If  any 
taxpayer  is  required  to  make  a  declaration  or  amended 
declaration  of  estimated  tax,  or  to  pay  any  amount  or 
additional  amount  of  estimated  tax,  by  reason  of  the 
amendments  made  by  this  section,  such  amount  or 
additional  amount  shall  be  paid  ratably  on  or  before  each 
of  the  remaining  installment  dates  for  the  taxable  year 
beginning  with  the  first  installment  date  on  or  after  the 
30th  day  after  the  date  of  enactment  of  this  Act.  With 
respect  to  any  declaration  or  payment  of  estimated  tax 
before  such  first  installment  date,  sections  6015,  6154, 
6654,  and  6655  of  the  Internal  Revenue  Code  of  1954 
shall  be  applied  without  regard  to  the  amendments  made 
by  this  section.  For  purposes  of  this  paragraph,  the 
term  “installment  date”  means  any  date  on  which, 
under  section  6153  or  6154  of  such  Code  (whichever  is 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 


5 


applicable ) ,  an  installment  payment  of  estimated  tax 
is  required  to  be  made  by  tbe  taxpayer. 

SEC.  6.  EXTENSION  OF  WITHHOLDING  TAX. 

(a)  Section  3402  of  tbe  Internal  Revenue  Code  of  1954 
(relating  to  income  tax  collected  at  source)  is  amended — 

(1)  by  striking  out  “July  31,  1909“  in  subsection 
(a)  (1)  and  inserting  in  lieu  thereof  “December  31, 
1969“; 

(2)  by  striking  out  “August  1,  1969“  in  subsection 

(a)  (2)  and  inserting  in  lieu  thereof  “January  1,  1970“; 
and 

(3)  by  striking  out  “August  1,  1969“  in  subsec¬ 
tion  (c)  (6)  and  inserting  in  lieu  thereof  “January  1, 
1970“. 

(b)  The  amendments  made  by  this  section  shall  apply 
with  respect  to  wages  paid  after  July  31,  1969,  and  before 
January  1,  1970. 
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to  Nthe  commitments  which  have  been 
mach*.  which  I  intend  to  uphold  to  the 
letter? 

Mr.  fiQNG.  It  is  my  hope  that  we  can 
dispose  olthe  investment  tax  credit  mat¬ 
ter  prior  tx?  the  major  tax  reform  bill. 
It  is  a  very  important  item.  I  think  it  is 
a  reform  wmt$h  should  be  considered  in 
and  of  itself,  atod  I  shall  be  glad  to  dis¬ 
cuss  it  with  the  Senator  from  Delaware  at 
any  time.  I  hope  Chat  it  will  not  have  to 
wait  until  after  October  31. 

Mr.  MANSFIELD.  Oh,  no;  the  Commit¬ 
tee  on  Finance  will  report  a  tax  reform 
bill  before  October  31,  so  I  think  what 
the  Senator  is  now  suggesting  can  be 
worked  out.  I  merely  wancuny  position 
to  be  made  clear.  That  position  will  be 
adhered  to,  and  I  think  it  will  tit  in  with 
what  the  Senator  from  Louisiana  has 
said. 

Mr.  JAVITS.  Mr.  President,  wiX  the 
Senator  yield? 

Mr.  MANSFIELD.  I  yield. 

Mr.  JAVITS.  The  Senator  said  he  wit 
present  a  unanimous-consent  request  at»N 
the  appropriate  time. 

Mr.  MANSFIELD.  Yes. 

Mr.  JAVITS.  Will  that  be  tonight? 

Mr.  MANSFIELD.  Yes. 

Mr.  JAVITS.  I  should  like  to  lock  in 
the  reporting  of  a  tax  reform  bill  by 
October  31  as  a  part  of  the  reason  why  I, 
and  perhaps  other  Senators  later,  will 
not  object  to  the  unanimous-consent 
agreement. 

Mr.  MANSFIELD.  Mr.  President  I  ap¬ 
preciate  what  the  Senator  has  said.  How¬ 
ever,  if  there  is  even  one  objection,  that 
is  it. 

Mr.  JAVITS.  I  understand  that.  We 
have  all  agreed  on  that.  We  will  carry  it 
out.  We  have  to  carry  it  out  here  within 
a  given  frame  of  reference. 

Mr.  MANSFIELD.  The  Senator  is 
correct. 

Mr.  JAVITS.  When  an  admission  is 
made  against  interest,  it  is  a  lot  more 
binding  than  one  made  in  general 
conversation. 

I  have  one  other  question  to  ask  the 
Senator.  It  relates  to  the  investment  tax 
credit.  The  Democratic  Policy  Committee 
refers  to  the  fact  that  it  will  have  an . 
ex  post  facto  application.  In  other  word|< 
it  will  refer  back  to  April  18,  1969. 

Mr.  MANSFIELD.  Exactly. 

Mr.  JAVITS.  Again,  that  had  better 
be  made  extremely  clear  in  all  the  give 
and  take  which  now  takes  placp so  that 
the  world  may  be  warned  about  that 
date.  That  is  the  tradition/m  the  tax 
business,  even  if  one  is  not  prepared  to 
give  warning,  that  that/warning  con¬ 
cerns  a  very  important  decision  for 
businessmen. 

I  hope  again  that  when  the  proper 
time  comes,  it  will Joe  made  very  clear*  by 
the  majority  leader,  the  minority  leader, 
the  chairman  ofahe  Finance  Committee, 
and  the  ranking  minority  member  that 
there  is  no  departure  from  that  respect¬ 
ing  the  wMe  economic  community. 

Mr.  MANSFIELD.  Mr.  President,  I 
have  the  definite  assurance  of  the  chair¬ 
man  pt  the  Finance  Committee  and  the 
ranking  minority  member  of  the  Finance 
Committee  and  of  the  majority  of  the 
ice  Committee  that  that  will  be  the 
and  that  that  date — April  18,  1969 — 


will  be  adhered  to.  So,  at  least  in  that 
area  there  ought  to  be  some  stability  in 
the  business  community. 

Mr.  WILLIAMS  of  Delaware.  Mr.  Presi¬ 
dent,  the  Senator  will  have  a  chance  to 
offer  amendments  dealing  with  either  of 
these  two  subjects. 

Mr.  JAVITS.  The  Senator  is  correct. 
If  anyone  has  any  alternate  plan,  he  may 
offer  that  as  a  substitute  in  the  proper 
parliamentary  manner  to  the  amend¬ 
ment. 

Mr.  MANSFIELD.  The  Senator  is 
correct. 

Mr.  JAVITS.  Of  course,  a  lot  of  amend¬ 
ments  cannot  be  offered. 

Mr.  LONG.  Mr.  President,  the  point  I 
would  like  to  make  clear  is  that  it  would 
be  my  hope  that  the  Senate  tomorrow 
would  not  agree  to  any  immediate  repeal 
of  the  investment  tax  credit  for  the  rea¬ 
son  that  the  committee  has  some  work 
to  be  done  on  the  matter.  The  Senate 
might  want  to  look  at  the  matter  and 
understand  the  House  bill  and  see 
whether  it  thinks  we  are  right  or  whether 
^he  House  is  right. 

sWe  would  be  ready  to  report  on  tha^fe 
master  within  a  week. 

MANSFIELD.  No.  We  have  to  o6n- 
sider  the  three  together.  We  have  toron- 
sider  the  excises  and  the  low-income 
groups.  And  I  hope  that  we  carar jet  to¬ 
gether.  I  think  that  we  can  if  rrfy  beloved 
friend,  the  Senator  from  Louisiana,  will 
keep  in  mind\what  we  ag/eed  to  when 
the  two  committees  met. 

Mr.  LONG.  l\thougtft  I  understood 
what  we  agreed  to.  It/is  not  in  writing, 
but  I  will  be  glad  tVcliscuss  the  matter 
with  the  majority  leader. 

I  hope  that  we/can  dispose  of  the  in¬ 
vestment  tax  credit  witihmt  waiting  un¬ 
til  we  have  a  /omprehenstye  overall  tax 
reform  bill. 

Mr.  MANSFIELD.  Mr.  President,  the 
Senator  r/entioned  the  date  ol  October 
31.  Thajr  looks  to  me  like  a  reasonable 
date  Us  arrive  at  a  constructive  '^gree- 
ment/in  that  matter. 

fr.  STENNIS.  Mr.  President.  will\he 
Sgfhator  yield? 

Mr.  MANSFIELD.  I  yield. 

Mr.  STENNIS.  Mr.  President,  so  that 
all  may  know  and  also  so  that  it  may  be 
on  Record  and  the  press  will  know,  as  I 
understand  the  unanimous-consent  re¬ 
quest — and  I  will  agree  to  it  as  I  under¬ 
stand  it,  of  course — it  will  be  that  the 
pending  business  will  be  temporarily  set 
aside  for  the  disposition  of  this  matter. 
When  this  matter  is  disposed  of,  then  the 
measure  that  has  been  temporarily  set 
aside  will  become  the  pending  business 
again. 

Mr.  MANSFIELD.  As  some  comedian 
said,  “Indubitably.” 

Mr.  STENNIS.  Mr.  President,  we  may 
get  to  a  vote  early  next  week.  Does  the 
majority  leader  contemplate  finishing 
the  tax  matter  tomorrow? 

Mr.  MANSFIELD.  I  say  to  the  distin¬ 
guished  Senator  from  Mississippi,  “If  it 
ain’t  finished  by  midnight  tomorrow, 
that’s  it.” 

Mr.  McCLELLAN.  Mr.  President,  will 
the  Senator  yield? 

Mr.  MANSFIELD.  I  yield. 

Mr.  McCLELLAN.  Mr.  President,  the 
Senator  is  not  going  to  call  up  H.R. 


tern- 
til  we 


12290.  He  is  going  to  call  up  anothei> 
bill. 

Mr.  MANSFIELD.  The  Senator  is  cor- 
r©ct 

The  ACTING  PRESIDENT 
pore.  Will  the  Senator  suspend 
have  order? 

The  Senator  may  proceed./ 

Mr.  McCLELLAN.  Mr.  president,  the 
Senator  will  call  up  another  bill,  and  to 
that  bill  he  will  offer  an  amendment 
which  would  simply  ejrfend  the  present 
income  tax  surcharge  until  December 

Mr.  MANSFIELjEX  The  Senator  is  cor¬ 
rect. 

Mr.  McCLELLAN.  Having  done  that, 
we  anticipatp'that  a  reform  tax  bill  will 
come  from  the  House. 

Mr.  MANSFIELD.  The  Senator  is  cor¬ 
rect. 

Mr.  l&cCLELLAN.  That  will  be  some 
time  /later,  of  course.  I  do  not  know  if 
the/majority  leader  knows  when  that 
will  be.  With  respect  to  those  other  pro- 
Isions  of  H.R.  12290,  which  involve  the 
''continuation  of  the  excise  taxes  on  au¬ 
tomobiles  and  communications  services 
for  temporary  periods,  to  terminate  the 
investment  credit,  to  provide  a  low-in- 
come  allowance  for  individuals,  and  for 
other  purposes.  Do  I  understand  that 
after  this  surtax  bill  has  been  passed, 
or  the  amendment  which  will  be  offered 
to  the  other  bill,  at  some  appropriate 
time  the  Senator  will  call  up  H.R.  12290 
to  give  the  Senate  an  opportunity  to  con¬ 
sider  thfe  other  provisions  which  will  not 
be  considered  under  the  unanimous  con¬ 
sent  agreement  at  this  time? 

Mr.  MANSFIELD.  The  Senator  is  cor¬ 
rect. 

Mr.  McCLELLAN.  That  means  that  the 
Senate  will  act  on  three  separate  tax 
bills. 

Mr.  MANSFIELD.  The  Senator  is  cor¬ 
rect. 

Mr.  McCLELLAN.  When  is  it  proposed 
that  the  other  two,  if  we  act  on  this 
measure  and  dispose  of  the  surtax  as  now 
suggested,  will  be  acted  on?  What  do  we 
mean  by  “at  some  appropriate  time”? 
What  is  within  that  time  contemplation? 
Mr.  MANSFIELD.  I  would  say  some¬ 
where  in  the  vicinity  of  October  31,  not 
later  than  that. 

McCLELLAN.  In  other  words,  we 
hope\to  get  to  the  other  provisions  of 
H.R.  1^290  not  later  than  October  31. 

Mr.  MANSFIELD.  The  Senator  is  cor¬ 
rect,  and\ery  likely  before  then  because 
of  the  enthusiasm  in  the  Finance  Com¬ 
mittee  for  tak  reform. 

Mr.  McCLELLAN.  Mr.  President,  I  was 
trying  to  ascertain  whether  the  Senator 
would  wait  untrh  the  tax  reform  bill 
comes  over  and  tlmp  use  it  as  a  vehicle 
for  the  other  provisions  of  H.R.  12290. 

Mr.  MANSFIELD.  That  is  something 
which  would  be  under  consideration,  but 
my  initial  reaction  is  th&t  we  will  con¬ 
sider  them  both  separately. 

Mr.  McCLELLAN.  ThatNis  what  I 
wanted  to  find  out.  So  we  camexpect  to 
consider  three  separate  tax  bins  before 
the  adjournment  of  this  session  Of  Con¬ 
gress. 

Mr.  MANSFIELD.  The  Senator  is 
rect.  All  of  the  provisions  of  the 
separate  bills  will  be  considered 
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the  adjournment  of  this  session  of  the 
Congress. 

Mr.  McCLELLAN.  I  thank  the  Senator. 

Mr.  MANSFIELD.  Mr.  President,  if  I 
may  read  the  agreement  contained  in 
the  Record  of  Friday,  July  25,  it  is  the 
genesis  Yof  the  understanding  which 
hopefully xwill  soon  be  arrived  at: 

The  Democratic  Policy  Committee  and  the 
Democratic  members  of  the  Finance  Com¬ 
mittee  have  agreed  upon  the  following  un¬ 
derstanding:  (ip,  Support  an  extension  of 
the  surtax  until  November  30,  1969. 

I  would  interpolate  there  and  change 
that  date  as  of  no\  to  December  31, 
1969. 

I  continue  to  read : 

This  will  be  accomplished  by  attaching 
this  temporary  extension  to  a  separate  House- 
passed  bill.  The  House-passed  surtax  exten¬ 
sion  containing  the  investment  credit  repeal, 
the  extension  of  the  excise  taxe\  and  the 
change  of  the  standard  deduction\will  re¬ 
main  on  the  Senate  Calendar  until  the  tax 
reform  bill  is  reported  by  the  Senate  Finance 
Committee. 

2.  The  chairman  of  the  Finance  CommY 
tee  and  the  Democratic  members  of  thd 
committee  have  given  their  assurance  that'' 
the  tax  reform  package  will  be  reported  to 
the  full  Senate  not  later  than  October  31, 
1969. 

3.  The  Democratic  Policy  Committee  has 
endorsed  the  position  of  the  Finance  Com¬ 
mittee  that  the  date  of  the  investment  tax 
credit  repeal — 

I  would  call  this  to  the  attention  of 
the  Senator  from  New  York, 
will  be  identical  to  that  date  in  the  House- 
passed  bill  (April  18,  1969).  The  endorse¬ 
ment  was  at  the  specific  request  of  the  Dem¬ 
ocratic  Finance  Committee  members  to  as¬ 
sure  all  that  the  investment  credit  repeal  is 
endorsed  and  the  date  is  specified  as  con¬ 
tained  in  the  bill  on  the  Senate  Calendar. 

Pursuit  of  this  understanding  in  the  Sen¬ 
ate  is  contingent  upon  its  acceptance  by 
the  Administration  and  the  Republican 
leadership  which  has  been  pressing  in  the 
Finance  Committee  and  on  the  Senate  floor 
for  the  extension  of  the  surtax.  May  I  say 
that  many  of  the  Members  present  today 
went  along  with  this  understanding  not¬ 
withstanding  grave  reservations  about  the 
usefulness  of  the  continuance  of  the  surtax 
as  an  antiinflationary  measure.  The  approach 
is  offered  as  an  accommodation  to  the  Ad-  d 
ministration. 

And  this  undercurrent  of  feeling  s^kfll 
exists  on  this  side  of  the  aisle. 

Mr.  WILLIAMS  of  Delaware.  Mr  pres¬ 
ident,  will  the  Senator  yield? 

Mr.  MANSFIELD.  I  yield. 

Mr.  WILLIAMS  of  Delaware.  I  think 
there  may  be  some  misunderstanding.  I 
realize  that  that  was  the  earlier  proposal, 
but  it  is  my  understanding  that  what  we 
are  agreeing  on  today  is  that  we  will 
make  H.R.  9951  the  ./pending  business. 
That  will  be  made  the  pending  business, 
following  which  I .Shall  ask  for  the  re¬ 
moval  of  sections^  and  6,  which  embrace 
the  foundation  Amendments. 

Mr.  MANSFIELD.  That  is  correct. 

Mr.  WILLIAMS  of  Delaware.  And  thatf 
would  leay 6  it  a  clean  bill,  dealing  only 
with  the. acceleration  of  the  payment  of 
withholding  taxes.  From  that  point  on, 
under/this  agreement,  as  I  understand 
what  has  been  agreed  upon,  any  amend¬ 
ment  dealing  with  the  questions  of  the 
tension  of  the  surtax,  at  what  rates, 
nd  for  what  period,  will  be  in  order. 


and  also  an  amendment  to  repeal  the 
7 -percent  investment  credit  along  the 
lines  of  the  House  bill  or  as  modified 
will  likewise  be  in  order  under  this  agree¬ 
ment. 

On  this  bill  amendments  dealing  with 
those  two  subjects — that  is,  the  question 
of  the  extension  of  the  surcharge,  at  what 
rates,  and  for  what  period  and  the  ques¬ 
tion  of  whether  we  do  or  do  not  repeal 
the  investment  credit  and,  if  so,  at  what 
date  and  what  exemption  there  may  be — . 
all  these  would  be  eligible  items  to  be 
voted  on  under  this  agreement. 

Mr.  MANSFIELD.  Yes.  All  I  was  doing 
was  restating  the  unanimous  agreement 
on  this  side  of  the  aisle,  so  that  the 
Record  would  be  clear  as  to  the  position 
of  the  Senator  from  Montana. 

Mr.  WILLIAMS  of  Delaware.  I  un¬ 
derstand  that,  but  some  Members  on 
this  side  -just  want  to  be  sure  that  the 
record  is  clear  and  that  they  will  not  be 
precluded  from  the  chance  of  voting  on 
both  these  proposals. 

Mr.  MANSFIELD.  No.  But  that  is  an 
understanding-  that  I  hope  would  be/ 
given  recognition.  The  only  substanti’ 
tfiange  is  the  change  of  date  from 
vbjnber  30,  1969,  to  December  31,  1909. 

r.  CURTIS.  Mr.  President,  yrjll  the 
Senator  yield? 

MrNytANSFIELD.  I  yield. 

Mr.  CURTIS.  This  unanimoris-consent 
proposal  oalls  for  1  hour  of  consideration 
on  each  amendment.  Is  tjaat  correct? 

Mr.  MANSFIELD.  Ye: 

Mr.  CURTIS.  Does  that  apply  to  an 
amendment  to  an  amendment? 

Mr.  MANSFIELD/Yes. 

Mr.  President,  dXany  of  my  colleagues 
have  any  comment  Yo  make  as  to  what 
I  should  have  s#ud  or  wjiat  I  did  say  that 
I  should  not  have  said? 

Mr.  LONG)  Mr.  President,  if  I  might 
interject  one  point,  I  understand  what 
the  majority  leader  has  said.  I  think  I 
made  the  motion  or  part  of  the  motion 
to  which  we  agreed,  and  it  was  iny  hope 
that/we  would  move  to  repeal  the  invest¬ 
ment  tax  credit  long  before  Octobhr  31. 
it  I  will  seek  to  discuss  that  master 
ith  the  majority  leader  later. 

It  is  my  thought  that  as  soon  as  thi 
Committee  on  Finance  could  recommend 
what  the  committee  thinks  should  be 
done,  and  as  soon  as  the  majority  leader 
could  schedule  it,  we  would  offer  the  Sen¬ 
ate  a  chance  to  vote  on  the  investment 
tax  credit.  I  hope  that  will  be  long  be¬ 
fore  we  complete  action  on  what  the 
House  is  working  on. 

Mr.  MANSFIELD.  It  could  be,  but  it 
would  not  be  any  later  than  October  31. 

Mr.  WILLIAMS  of  Delaware.  It  could 
be  that  it  would  be  repealed  tomorrow, 
too. 

Mr.  MANSFIELD.  Oh,  no.  I  hope  the 
Senator  is  not  overestimating  the  appeal 
of  his  amendment  on  this  bill.  I  feel  con¬ 
fident  of  its  repeal  at  a  latter  date. 
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COLLECTION  OF  FEDERAL 
UNEMPLOYMENT  TAX 

Mr.  MANSFIELD.  Mr.  President,  I  ask 
unanimous  consent  that  the  pending 
business  be  laid  aside  temporarily,  and 
that  the  Senate  proceed  to  the  considera¬ 
tion  of  Calendar  No.  272,  H.R.  9951. 


The  ACTING  PRESIDENT  pro  tem¬ 
pore.  Is  there  objection?  The  Chair  hears 
none  and  it  is  so  ordered. 

The  bill  will  be  stated  by  title. 

The  Bill  Clerk.  A  bill  (H.R.  9951)  to 
provide  for  the  collection  of  the  Federal 
unemployment  tax  in  quarterly  install¬ 
ments  during  each  taxable  year;  to  make 
status  of  employer  depend  on  employ¬ 
ment  during  preceding  as  well  as  current 
taxable  year;  to  exclude  from  the  com¬ 
putation  of  the  excess  the  balance  in  the 
employment  security  administration  ac¬ 
count  as  of  the  close  of  fiscal  years  1970 
through  1972;  to  raise  the  limitation  on 
the  amount  authorized  to  be  made  avail¬ 
able  for  expenditure  out  of  the  employ¬ 
ment  security  administration  account  by 
the  amounts  so  excluded;  and  for  other 
purposes. 

The  Senate  proceeded  to  consider  the 
bill,  which  had  been  reported  from  the 
Committee  on  Finance  with  amendments. 

UNANIMOUS-CONSENT  AGREEMENT 

Mr.  MANSFIELD.  Mr.  President,  I  send 
►to  the  desk  a  unanimous-consent  request 
and  ask  for  its  immediate  consideration. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  unanimous-consent  request 
will  be  stated. 

The  bill  clerk  read  as  follows: 

Ordered,  That,  effective  Immediately  H.R. 
9951  be  made  the  pending  business  and  that 
during  its  further  consideration,  debate  on 
any  amendment,  motion,  or  appeal,  except 
a  motion  to  lay  on  the  table,  shall  be  limited 
to  one  hour,  to  be  equally  divided  and  con¬ 
trolled  by  the  mover  of  any  such  amendment 
or  motion  and  the  Chairman  of  the  Com¬ 
mittee:  Provided,  That  in  the  event  the 
Chairman  is  in  favor  of  any  such  amend¬ 
ment  or  motion,  the  time  in  opposition 
thereto  shall  be  controlled  by  the  minority 
leader  or  some  Senator  designated  by  him: 
Provided  further,  That  no  amendment  that 
is  not  germane  to  the  provisions  of  any 
amendment  dealing  exclusively  with  the  ex¬ 
tension  of  the  surtax  or  the  repeal  of  the 
investment  tax  credit  shall  be  received. 

Ordered  further.  That  on  the  question  of 
the  final  passage  of  the  said  bill  debate  shall 
be  limited  to  two  hours,  to  be  equally  di¬ 
vided  and  controlled,  respectively,  by  the 
majority  and  minority  leaders:  Provided, 
That  the  said  leaders,  or  either  of  them,  may, 
from  the  time  under  their  control  on  the 
passage  of  the  said  bill,  allot  additional  time 
to  any  Senator  during  the  consideration  of 
any  amendment,  motion,  or  appeal. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  Is  there  objection  to  the  unani¬ 
mous-consent  request? 

Mr.  JAVITS.  Mr.  President,  will  the 
Senator  yield? 

Mr.  MANSFIELD.  I  yield. 

Mr.  JAVITS.  Mr.  President,  I  have 
discussed  this  with  the  Senator  from 
Montana  (Mr.  Mansfield)  ,  and  we  have 
agreed  that  we  would  deal  with  this 
question  in  this  colloquy. 

I  have  proposed  an  amendment  which 
would  make  it  the  sense  of  Congress  that 
on  or  before  the  end  of  this  session,  we 
would  consider- a  meaningful  tax  reform 
bill.  Now,  appreciating  the  good  faith 
involved — to  which  I  thoroughly  sub¬ 
scribe — I  only  point  out  that  the  commit¬ 
ment  to  bring  in  a  tax  reform  package, 
as  it  is  called  in  the  Democratic  policy 
committee’s  resolution,  is  only  a  resolu¬ 
tion  of  the  Democratic  policy  committee 
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and  the  Democratic  part  of  the  Commit¬ 
tee  on  Finance. 

I  would  therefore  ask — as  this  now  be¬ 
comes  part  of  an  action  which  is  against 
the  interests  of  myself,  who  wishes  to 
present  such  an  amendment — if  the  ma¬ 
jority  leader,  the  chairman  of  the  Com¬ 
mittee  on  Finance,  and,  very  important, 
the  minority  leader,  and  the  ranking 
minority  member  of  the  Committee  on 
Finance,  would  represent  to  the  Senate 
that  it  is  their  purpose — I  am  using  these  _ 
words  very  advisedly — to  bring  up  a  tax 
reform  package  not  later  than  October 
31  and  to  use  their  best  efforts  toward 
that  effect. 

Mr.  LONG.  Mr.  President,  I  have  com¬ 
mitted  myself  to  the  Democratic  Sena¬ 
tors  on  the  policy  committee  and  anyone 
else  who  as  interested  in  the  matter  on 
this  side  of  the  aisle  that  I  would  en¬ 
deavor  to  see  that  we  would  report  a  tax 
reform  bill  not  later  than  October  31  of 
this  year.  It  is  my  intention  that  we 
would  report  whatever  bill  the  House 
sends  us,  with  our  amendments.  If  the 
Senator  likes  the  House  amendments  bet¬ 
ter  than  the  Senate  amendments,  he  can 
vote  for  the  House  amendments.  If  he 
does  not  like  either,  he  may  offer  his  own 
amendments,  as  I  am  sure  he  will. 

Mr.  MANSFIELD.  The  answer  of  the 
Senator  from  Montana  is  “yes.” 

Mr.  JAVTTS.  May  we  hear  from  the 
minority  leader  and  the  ranking  minority 
member  of  the  Committee  on  Finance? 

Mr.  DIRKSEN.  Mr.  President,  I  was 
advised  that  as  of  this  day  they  are  going 
to  file  the  tax  reform  bill  in  the  House. 
The  House  Ways  and  Means  Committee 
has  done  this  ahead  of  the  time  sched¬ 
ule.  If  they  file  it  today,  it  will  be  filed 
before  the  month  of  July  has  ended.  If 
we  cannot  get  tax  reform  between  July, 
and  October  31,  we  evidently  will  have 
gone  fishing  somewhere  or  have  been 
recreant  in  our  duty.  It  seems  to  me  that 
we  can  get  it  done  long  before  the  31st  of 
October. 

Mr.  JAVITS.  I  call  that,  I  say  to  the 
minority  leader,  a  Dirksenian  “yes.” 
[Laughter.] 

Mr.  WILLIAMS  of  Delaware.  Mr.  Pres¬ 
ident,  as  the  original  author  of  many  of 
these  tax  reform  proposals,  I  will  do  my 
best  to  get  them  to  a  vote  at  an  early 
date.  I  learned  long  ago  not  to  say  what 
we  can  or  cannot  do  so  far  as  the  Com¬ 
mittee  on  Finance  is  concerned. 

Mr.  JAVITS.  I  thank  my  colleagues. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  Senator  from  Montana  has 
propounded  a  unanimous-consent  agree¬ 
ment.  Is  there  objection?  The  Chair 
hears  none,  and  it  is  so  ordered. 

Mr.  MANSFIELD.  Mr.  President,  will 
the  Senator  yield  briefly? 

Mr.  WILLIAMS  of  Delaware.  I  yield. 

Mr.  MANSFIELD.  Mr.  President,  for 
the  information  of  the  Senate,  and  I  do 
not  desire  to  keep  Senators  here  too  long 
because  I  know  that  many  Senators  have 
engagements,  the  first  motion  will  be 
made  by  the  Senator  from  Delaware  to 
withdraw  an  amendment. 

Mr,  WILLIAMS  of  Delaware.  I  was 
going  to  do  that  now. 

Mr.  MANSFIELD.  Then,  I  understand 
the  chairman  of  the  Committee  on  Fi¬ 
nance  will  lay  down  his  amendment  to 


extend  the  surtax  to  December  31,  1969. 
There  will  be  no  voting  tonight.  We  will 
come  in  at  11  o’clock  tomorrow.  There 
will  be  two  speeches  which  will  take  up 
the  hour  until  12  o’clock,  there  will  be 
no  morning  hour,  and  then  at  12  o’clock 
noon  we  will  start  on  the  bill. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  Does  the  Senator  from  Montana 
wish  to  make  a  unanimous  consent 
agreement? 

vORDER  FOR  RECESS  TO  11  A.M., 
TOMORROW 

:.  MANSFIELD.  Mr.  President,  t ask 
unanimous  consent  that  when  the'  Sen¬ 
ate  completes  its  business  today  jc  stand 
in  recess  until  1 1  a.m.  tomorrc 

The  ACTING  PRESIDENT /pro  tem¬ 
pore.  Without  objection,  it  is/so  ordered. 


ORDER  FORNRECOGNTTION  OF  SEN¬ 
ATOR  THURMOND  /ND  SENATOR 
AIKEN  TOMORROW, 

Mr.  MANSFIELD.  Mr.  President,  I  ask 
unanimous  consentwiat  tomorrow,  after 
the  prayer  and  approval  of  the  journal, 
the  distinguished'  Senator  from  South 
Carolina  (Mr.  TnuRMora)  be  recognized 
for  a  period  no/ to  exceefi  one-half  hour; 
that  then  the  /Jistinguished  Senator  from 
Vermont  (Mr.  Aiken)  be  recognized  for 
a  period  not  to  exceed  one,- half  hour; 
that  thera'be  no  morning  hour,  and  that 
at  the  conclusion  of  the  speeches  by  the 
Senato/  from  South  Carolina  Vnd  the 
Senator  from  Vermont  the  Senate  take 
up  tpe  business  at  hand. 

le  PRESIDING  OFFICER.  Is  there 
objection?  The  Chair  hears  no  objection, 
id  it  is  so  ordered. 


COLLECTION  OF  FEDERAL  UNEM¬ 
PLOYMENT  TAX 

The  Senate  resumed  the  consideration 
of  the  bill  (H.R.  9951)  to  provide  for  the 
collection  of  the  Federal  unemployment 
tax  in  quarterly  installments  during  each 
taxable  year;  to  make  status  of  employer 
depend  on  employment  during  preced¬ 
ing  as  well  as  current  taxable  year;  to 
exclude  from  the  computation  of  the 
excess  the  balance  in  the  employment 
security  administration  account  as  of 
the  close  of  fiscal  years  1970  through 
1972;  to  raise  the  limitation  on  the 
amount  authorized  to  be  made  available 
for  expenditure  out  of  the  employment 
security  administration  account  by  the 
amounts  so  excluded;  and  for  other 
purposes. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  ask  unanimous  consent  to 
withdraw  the  amendment  of  H.R.  9951, 
beginning  with  line  3,  on  page  8,  and 
through  the  remainder  of  the  bill,  which 
strikes  out  sections  5  and  6. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  Without  objection,  it  is  so  ordered. 

AMENDMENT  NO.  109 

Mr.  LONG.  Mr.  President,  I  send  an 
amendment  to  the  desk. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  amendment  will  be  stated. 

The  assistant  legislative  clerk  pro¬ 
ceed  to  read  the  amendment. 

Mr.  LONG.  Mr.  President,  I  ask  unan¬ 


imous  consent  that  further  reading  of 
the  amendment  be  dispensed  with. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  Without  objection,  it  is  so  ordered; 
and,  without  objection,  the  amendment 
will  be  printed  in  the  Record. 

The  amendment  (No.  109),  ordered  to 
be  printed  in  the  Record,  is  as  follows: 

At  the  end  of  the  bill  add  the  following 
new  sections: 

“Sec.  5.  Extension  of  tax  surcharge. 

“(a)  Surcharge  Extension. — Section  51(a) 
of  the  Internal  Revenue  Code  of  1954  (re¬ 
lating  to  imposition  of  tax  surcharge)  is 
amended— 

“  ( 1 )  by  striking  out  so  much  of  paragraph 
(1)(A)  as  follows  the  table  heading  “CAL¬ 
ENDAR  YEAR  1969”  and  inserting  in  lieu 
thereof  the  following: 

‘“TABLE  1.— SINGLE  PERSON  (OTHER  THAN  HEAD  OF 
HOUSEHOLD)  AND  MARRIED  PERSONS  FILING  SEPARATE 
RETURN 


"  ‘If  the  adjusted  tax  is: 


At  least 

But  less  than 

The  tax  is— 

0 

$148 

0 

$148 

153 

$1 

153 

158 

2 

158 

163 

3 

163 

168 

4 

168 

173 

5 

173 

178 

6 

178 

183 

7 

183 

188 

8 

188 

193 

9 

193 

198 

10 

198 

203 

11 

203 

208 

12 

208 

213 

13 

213 

218 

14 

218 

223 

15 

223 

228 

16 

228 

233 

17 

233 

238 

18 

238 

243 

19 

243 

248 

20 

248 

253 

21 

253 

258 

22 

258 

263 

23 

263 

268 

24 

268 

273 

25 

273 

278 

26 

278 

283 

27 

283 

288 

28 

288 

295 

29 

295 

305 

30 

305 

315 

31 

315 

325 

32 

325 

335 

33 

335 

345 

34 

345 

355 

35 

355 

365 

36 

365 

375 

37 

375 

385 

38 

385 

395 

39 

395 

405 

40 

405 

415 

41 

415 

425 

42 

425 

435 

43 

435 

445 

44 

445 

455 

45 

455 

465 

46 

465 

475 

47 

475 

485 

48 

485 

495 

49 

495 

505 

50 

505 

515 

51 

515 

525 

52 

525 

535 

53 

535 

545 

54 

554 

555 

55 

555 

565 

56 

565 

575 

57 

575 

585 

58 

585 

595 

59 

595 

605 

60 

605 

615 

61 

615 

625 

62 

625 

635 

63 

635 

645 

64 

645 

655 

65 

655 

665 

66 

665 

675 

67 

675 

685 

68 

685 

695 

69 

695 

705 

70 

705 

715 

71 

715 

725 

72 

725 

735 

73 

735  and  over,  10%  of  the  adjusted  tax’ 
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“  'TABLE  2.— HEAD  OF  HOUSEHOLD 


"  'If  the  adjusted  tax  is: 


At  least 

But  less  than 

The  l 

0 

$223 

0 

$223 

228 

$1 

228 

233 

2 

233 

238 

3 

238 

243 

4 

243 

248 

5 

248 

253 

6 

253 

258 

7 

258 

263 

8 

263 

268 

9 

268 

273 

10 

273 

278 

11 

278 

283 

12 

283 

288 

13 

288 

293 

14 

293 

298 

15 

298 

303 

16 

303 

308 

17 

308 

313 

18 

313 

318 

19 

318 

323 

20 

323 

328 

21 

328 

333 

22 

333 

338 

23 

338 

343 

24 

343 

348 

25 

348 

353 

26 

353 

358 

27 

358 

363 

28 

363 

368 

29 

368 

373 

30 

373 

378 

31 

378 

383 

32 

383 

388 

33 

388 

393 

34 

393 

398 

35 

398 

403 

36 

403 

408 

37 

408 

413 

38 

413 

418 

39 

418 

423 

40 

423 

428 

41 

428 

433 

42 

433 

438 

43 

438 

445 

44 

445 

455 

45 

455 

465 

46 

465 

475 

47 

475 

485 

48 

485 

495 

49 

495 

505 

50 

505 

515 

51 

515 

525 

52 

525 

535 

53 

535 

545 

54 

545 

-555 

55 

555 

565 

56 

565 

575 

57 

575 

585 

58 

585 

595 

59 

595 

605 

60 

605 

615 

61 

615 

625 

62 

625 

635 

63 

635 

645 

64 

645 

655 

65 

655 

665 

66 

665 

675 

67 

675 

685 

68 

685 

695 

69 

695 

705 

70 

705 

715 

71 

715 

725 

72 

725 

735 

73 

735  and  over,  10%  of  the  adjusted  tax’ 


TABLE  3.— MARRIED  PERSONS  OR  SURVIVING  SPOUSE 
FILING  JOINT  RETURN 


“  ‘If  the  adjusted  tax  is: 

At  least  But  less  than  The  tax  is — 


0 

$293 

0 

$293 

298 

$1 

298 

303 

2 

303 

308 

3 

308 

313 

4 

313 

318 

5 

318 

323 

6 

323 

328 

7 

328 

333 

8 

333 

338 

9 

338 

343 

10 

343 

348 

11 

348 

353 

12 

353 

358 

13 

358 

363 

14 

363 

368 

15 

368 

373 

16 

373 

378 

17 

378 

383 

18 

383 

388 

19 

”  'TABLE  3.— MARRIED  PERSONS  OR  SURVIVING  SPOUSE 
FILING  JOINT  RETURN— Continued 


“  ‘If  the  adjusted  tax  is: 


At  least 

But  less  than 

The  tax  i 

$388 

$393 

$20 

393 

398 

21 

398 

403 

22 

403 

408 

23 

408 

413 

24 

413 

418 

25 

418 

423 

26 

423 

428 

27 

428 

433 

28 

433 

438 

29 

438 

443 

30 

443 

448 

31 

448 

453 

32 

453 

458 

33 

458 

463 

34 

463 

468 

35 

468 

473 

36 

473 

478 

37 

478 

483 

38 

483 

488 

39 

488 

493 

40 

493 

498 

41 

498 

503 

42 

503 

508 

43 

508 

513 

44 

513 

518 

45 

518 

523 

46 

523 

528 

47 

528 

533 

48 

533 

538 

49 

538 

543 

50 

543 

548 

51 

548 

553 

52 

553 

558 

53 

558 

563 

54 

563 

568 

55 

568 

573 

56 

573 

578 

57 

578 

585 

58 

585 

595 

59 

595 

605 

60 

605 

615 

61 

615 

625 

62 

625 

635 

63 

635 

645 

64 

645 

655 

65 

655 

665 

66 

665 

675 

67 

675 

685 

68 

685 

695 

69 

695 

705 

70 

705 

715 

71 

715 

725 

72 

725 

735 

73 

735  and  over,  10%  of  the  adjusted  tax’ 


“(2)  by  striking  out  the  table  in  para¬ 
graph  (X)  (B)  and  inserting  in  lieu  thereof 
the  following  table: 

Percent 

“  'Calendar  year 

Estates  and 

trusts  Corporations 

1968  . . . . 

1969  _ 

7. 5  10.  0 

10.  0  10.  0.' 

‘‘(3)  by  striking 
place  it  appears  in 

out  ‘July  1,  1969’  each 
paragraph  (2)  (A)  and 

inserting  in  lieu  thereof  ‘January  1,  1970’. 


“(b)  Receipt  of  Minimum  Distributions. — 
The  last  sentence  of  section  963(b)  of  such 
Code  (relating  to  receipt  of  minimum  dis¬ 
tributions  by  domestic  corporations)  is 
amended  by  striking  out  ‘June  30,  1969’  and 
inserting  in  lieu  thereof  ‘December  31,  1969’. 
‘‘(c)  Effective  Dates. — 

‘‘(1)  In  general. — The  amendments  made 
by  subsections  (a)  and  (b)  shall  apply  to 
taxable  years  ending  after  June  30,  1969,  and 
beginning  before  January  1,  1970. 

•  “(2)  Declarations  of  estimated  tax. — If 
any  taxpayer  is  required  to  make  a  declara¬ 
tion  or  amended  declaration  of  estimated 
tax,  or  to  pay  any  amount  or  additional 
amount  of  estimated  tax,  by  reason  of  the 
amendments  made  by  this  section,  such 
amount  or  additional  amount  shall  be  paid 
ratably  on  or  before  each  of  the  remaining 
installment  dates  for  the  taxable  year  begin¬ 


ning  with  the  first  installment  date  on  or 
after  the  30th  day  after  the  date  of  enact¬ 
ment  of  this  Act.  With  respect  to  any  decla¬ 
ration  or  payment  of  estimated  tax  before 
such  first  installment  date,  sections  6015, 
6154,  6654,  and  6655  of  the  Internal  Revenue 
Code  of  1954  shall  be  applied  without  regard 
to  the  amendments  made  by  this  section. 
For  purposes  of  this  paragraph,  the  term 
"installment  date”  means  any  date  on  which, 
under  section  6153  or  6154  of  such  Code 
(whichever  is  applicable),  an  installment 
payment  of  estimated  tax  is  required  to  be 
f  made  by  the  taxpayer. 

Sec.  6.  Extension  of  withholding  tax.  . 

‘‘(a)  Section  3402  of  the  Internal  Revenue 
Code  of  1954  (relating  to  income  tax  collect¬ 
ed  at  source)  is  amended — 

‘‘(1)  by  striking  out  ‘July  31,  1969’  in  sub¬ 
section  (a)  (1)  and  inserting  in  lieu  thereof 
‘December  31,  1969’; 

‘‘(2)  by  striking  out  ‘August  1,  1969’  in 
subsection  (a)  (2)  and  inserting  in  lieu  there 
of  ‘January  1, 1970’;  and 

“(3)  by  striking  out  'August  1,  1969’  in 
subsection  (c)  (6)  and  inserting  in  lieu  there 
of  ‘January  1, 1970’. 

‘‘(b)  The  amendments  made  by  this  sec¬ 
tion  shall  apply  with  respect  to  wages  paid 
after  July  31,  1969,  and  before  January  1, 
1970.” 

Mr.  LONG.  Mr.  President,  the  amend¬ 
ment  is  technical  and  I  will  not  ask  for  a 
vote  on  the  amendment  tonight. 

For  the  information  of  the  Senate,  the 
amendment  would  provide  for  a  con¬ 
tinuation  of  the  10-percent  surtax  until 
January  1;  that  is,  it  would  provide  for 
a  continuation  of  the  surtax  until  the 
end  of  this  year. 

All  of  the  tables  will  be  printed  in  the 
Record.  If  Senators  read  the  technical 
language  I  doubt  they  would  understand 
it.  However,  I  am  sure  Senators  can 
study  the  information  in  the  Record 
and  understand  it.  This  would  provide 
^for  an  extension  of  the  existing  surtax 
until  the  end  of  this  year.  That  is  what 
the  amendment  amounts  to. 

It  is  my  hope  that  the  Senate  will 
agree  to  this  amendment.  It  is  an  amend¬ 
ment  to  a  House  bill  on  unemployment 
insurance.  There  was  no  controversy  in 
the  committee  and  as  far  as  I  know 
there  is  no  opposition  to  the  measure. 
Therefore,  it  wouki  be  my  hope  that  the 
Senate  could  agree  to  the  amendment, 
and  that  the  House  would  also  agree  to 
it.  This  would  solve  this  Nation’s  fiscal 
problems  until  we  can  legislate  on  the 
other  revenue  bills  which  have  been  dis¬ 
cussed  here  today. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  amendment  has  been  offered 
and  the  amendment  is  the  pending  bus¬ 
iness. 

Mr.  WILLIAMS  of  Delaware.  Mr.  Pres¬ 
ident,  for  the  information  of  the  Sen¬ 
ate — 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  Time  is  limited.  Does  the  Senator 
yield  time? 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  ask  unanimous  consent  that 
the  time  limitation  start  tomorrow. 

Mr.  LONG.  Mr.  President,  I  ask  unan¬ 
imous  consent  that  the  limitation  of  time 
under  the  agreement  start  tomorrow 
rather  than  today. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  Without  objection,  it  is  so  ordered. 
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Mr.  LONG.  Mr.  President,  I  yield  to 
the  Senator  from  Delaware. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  for  the  information  of  the 
Senate,  after  the  time  has  run  out  on 
this  amendment  by  the  Senator  from 
Louisiana,  a  substitute  will  be  offered' 
which  embraces  the  language  of  the  bill 
as  it  passed  the  House  and  which  would 
extend  the  surtax  at  the  rate  of  10  per¬ 
cent  for  the  remaining  6  months  of  this 
year,  and  at  a  5-percent  rate  for  the  first 
6  months  of  calendar  year  1970,  which 
would  be  the  language  of  the  House  bill. 

Mr.  President,  that  proposal  will  be 
offered  as  a  substitute  for  the  amend¬ 
ment  of  the  Senator  from  Louisiana. 
Later,  the  Senate  will  have  a  chance  to 
vote  on  an  amendment  for  the  repeal 
of  the  investment  credit,  which  again 
will  be  the  same  language  as  now  in¬ 
cluded  in  H.R.  12290. 

The  ACTING  PRESIDENT  pro  tem¬ 


pore.  What  is  the  pleasure  of  the  Sen¬ 
ate? 


ADJOURNMENT  UNTIL  11  A.M. 
TOMORROW 

Mr.  LONG.  Mr.  President,  if  there  be 
further  business  to  come  before  the 
Semlt&at  this  time,  I  move,  in  accord¬ 
ance  wiffKUie  previous  order,  that  the 
Senate  stanchhL recess  until  11  a.m.  to¬ 
morrow. 

The  motion  was  agreed  to>  and  6 
o’clock  and  15  minutes  pmLAfihe  Senat 
took  a  recess  until  tomorrow, Thursday, 
July  31,  1969,  at  11  a.m. 


CONFIRMATIONS 
Executive  nominations  confirmed  by 
the  Senate  Julv3flCl969: 

Ambassador 

Kennet}*'l«rranzheim  II,  of  Texas,  to  be  Am- 
bassadjX'Extraordinary  and  Plenipotentiary 


of  the  United  States  of  America  to  New  Zea- 
land. 

U.S.  Arms  Control  and  Disarmament ^enct 
The  following-named  persons^}  be  mem¬ 
bers  of  the  General  Advisory-^uommittee  of 
the  U.S.  Arms  Control y«M  Disarmament 
Agency : 

I.  W.  Abel,  of  Pennsylvania. 

Harold  Browar;  of  California. 
WilllainJ-r'Casey,  of  New  York. 

DougMs  Dillon,  of  New  Jersey. 

trffiam  C.  Poster,  of  the  District  of  Co- 
imbia. 

Kermit  Gordon,  of  the  District  of  Colum¬ 
bia. 

James  R.  Killian,  Jr.,  of  Massachusetts. 
^John  J.  McCloy,  of  New  York. 

L&wris  Norstad,  of  Ohio. 

Peter  Ob-IJeterson,  of  Illinois. 

J.  P.  RuinaT'oCMassachusetts. 

Dean  Rusk,  of  tlte^District  of  Columbia. 
William  W.  Scranton>of  Pennsylvania. 
Cyrus  Roberts  Vance,  of  York. 

John  Archibald  Wheeler,  of  NeW-Jersey. 
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HIGHLIGHTS:  Senate  passed  bill  to  extend  surcharge  tax  through  Dec.; 31.  Senate 

committee  voted  to  report  civil  service  retirement  financing  and  benefits  bill. 

Sep<  Muskie  introduced  and  discussed  bill  to  provide  intergovernmental  coordination 
power  development  and  environmental  protection. 


-2- 


SENATE 


1.  TAXATION.  Passed,  70-30,  with  amendment  H.  R.  9951,  providing  for  collection 
of  the  Federal  unemployment  tax  in  quarterly  installments  during  each  taxa¬ 
ble  year  (pp.  S8855-87) . 

Adopted,  51-48,  the  Long,  La.,  amendment  to  continue  the  10  percent  surtax 
through  Dec.  31,  1969  (p.  S8857). 

Rejected,  41-59,  the  Williams,  Del.,  amendment  to  extend  income  surtax  for  the 
first  6  months  of  1970  at  the  rate  of  5  percent  (p.  S8872). 


2.  PERSONNEL;  RETIREMENT.  The  Post  Office  and  Civil  Service  Committee  voted  to 

report  (but  did  not  actually  report)  S.  2326,  relating  to  retirement  financing 
ind  benefits  for  Government  employees  and  Members  of  Congress.  The  "Daily 
Dbgest"  states  that  among  amendments  adopted  is  one  which  would  exempt  fr^i 
income  tax  the  first  $3,000  of  retirement  annuity,  p.  D703 


3.  FARM  LABORv  Sen.  Javits  inserted  recommendations  of  the  Committee 
of  the  Federal  Bar  Council  concerning  farm  labor  legislation. 


Labor  Law 
S8892-4 


4.  ST.  LAWRENCE  SEAW? 

Needs  Expansion.--^ 


Sen.  Hart  inserted  an  article,  "The  lOytfear-Old  Seaway 
iillion-Dollar  Act  of  Faith."  pp.  S89U0-8901 


5.  ANTITRUST.  Both  Houses  received  from  Justice  a  report' on  certain  exemptions 
from  the  antitrust  laws  to^assist  in  safeguard ing/fhe  balance-of -payments 
position  of  the  U.  S.  p.  S8902,  H6691 

Both  Houses  received  from  Treasury  a  propped  bill  to  extend  the  authority 
for  exemptions  from  the  antitrust  Faws  to  assist  in  safeguarding  the  balance- 
of-payments  position  of  the  United  States;  to  the  Judiciary  Committees.  ppc 
S8902 ,  H6691 


6.  FOREIGN  TRADE.  Sen.  Percy  inserted  Sen.  ftetht^s 
adoption  of  a  system  of  generalized  tariff  pre: 
countries,  pp.  S8923-5 


'  speech  in  which  he  urged  the 
ences  for  the  underdeveloped 


7.  PEST  CONTROL.  Sen.  Nel^dn  inserted  an  article  reportih^son  the  progress  which 
has  been  made  in  developing  effective  biological  controls\£or  pests,  pp, 

S8928-9 


8.  RECREATION, 
tion  Federe 
p.  S8933/ 


*n.  Yarborough  inserted  a  resolution  on  the  Northpark  Conserva¬ 
tion  of  Dallas,  Tex.,  calling  for  a  Big  Thicket  NationaTNfark. 


9.  WHEAJK  Sen.  McGovern  criticized  the  administration's  wheat  sales  program  ar 


rserted  an  article,  "Common  Market  Angered- -Grain  Prices  Lowered, 
158933-4 


pp, 
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RECREATION.  The  Interior  and  Insular  Affairs  Committee  reported  with 
amendment  S.  912,  to  provide  for  the  establishment  of  the  Florissant 

p.  H6691 


Fossil  Beds  National  Nfonument,  Colo.  (H.  Rent.  91-411). 


TAXATION\  The  Ways  and  Means  Committee  was  granted  until  midnight/Aug.  4 
to  file  a\report  to  accompany  the  bill  entitled  "The  Tax  RefornyAct  of  1969." 
n.  H6598 


The  "Daily  Digest"  states  that  the  Rules  Committee  "granted  a  rule  that 
would  make  it  in  order  to  agree  to  the  Senate  amendment  to  H.  R.  9951,  to 
provide  for  the  collection  of  the  Federal  unemployment  tax  in  quarterly 
installments,"  etc.  (p.  rnrtt-.  This  bill  was  amended  by  the  Senate  to  con- 
tinue  the  10  percent,  surtax  through  December  31,  1969. 

APPROPRIATIONS.  PassedX  393- 16 ,  with  amendments  IK  R.  13111,  the  Labor-HEW 
appropriation  bill  (pp.  N6598-658) .  By  a  record  vote  of  293-120  adopted 
the  Joelson  "package"  amendment  agreed  to  earlier  (including  provision  for 
an  increase  of  $398  million\n  funds  for  school  aid  in  impacted  areas)  (pp. 
H6655-56).  A  motion  by  Rep.  Bpw  to  recomjzut  the  bill  was  rejected.  (p,  K6657) 

PERSONNEL.  Rep.  Henderson  applauded  redent  Congressional  action  in  removing 
the  Federal  payroll  personnel  ceiling  and  inserted  his  letter  to  the  Budget 
Bureau  stating  his  plan  of  action  J/tb,  more  effective  utilization  of  our 
Government's  labor  force."  p.  H606O 

Received  from  the  Civil  Service  Commis6sion  a  proposed  bill  to  amend  title 
5  of  the  United  States  Code, /do  provide  tnp.t  agency  heads  be  paid  on  a  bi¬ 
weekly  basis;  to  Post  Office  and  Civil  Service  Committee.  o.  H6691 

FOREIGN  TRADE.  Rep.  Dent / stated  he  has  tried  for  "over  a  dozen  years  to  alert 
the  Congress  to  the  dangers  inherent  in  our  outmhded  trade  policies"  and 
discussed  an  article,*  Voluntary  Controls  of  Textile  Products  by  Nation's 
Cabinet  Under  Discussion,'  datelincd  Tokyo."  pp.  Hct670-71 


) 


TIMBER  SUPPLY. 
National  Fore 


lep.  McMillan  inserted 
it  Timber  Supply  Act.  p 


an  editorial 
,  H6688 


in  shnport  of  the  proposed 


EXTENSION  OF  REMARKS 


WATERSHEDS;  EL00D  CONTROL.  Rep.  Miller,  Ohio,  praised  the  smal 1  N^atershed 
program  and  inserted  an  article  on  the  progress  of  the  programs  i\0hio. 
ppyE6506-7 

Rep.  Winn  inserted  an  article,  "The  Battle  for  Flood  Control."  ppV  E6514-5 


POPULATION.  Rep.  Horton  supported  the  President's  proposal  to  establish 
Commission  on  Population  Growth  and  the  American  Future,  pp.  E6511-2 


v 


t 


\ 
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SCHOOL  LUNCH.  Rep.  Biaggi  stated  that  he  was  proud  to  have  voted  for  the 
bill  to  provide  needy  children  with  nutritious  meals.  p.  E6514 

19.  FOREIGN  AID.  Rep.  Fulton,  Pa.,  inserted  an  AFL-C10  statement  suppyfting 

foreign  aid  authorization  legislation.  pp.  E6516-9 

20.  BALANCE -  ,of  PAYMENTS.  Rep.  Gross  commended  and  inserted  a  chapter  fnom  a 

new  bool\by  Ezra  Taft  Benson,  "Gold  and  the  Balance  of  Payn/nts . "  pp. 
E6522-4 


21.  DAIRY;  PRICE  SUPPORTS.  Rep.  Obey  stated  that  he  is  di 
Department  has  Nindicated  that  the  price  support  for 
raised  at  the  present  time,  and  inserted  corres 
pp.  E6524-6 


ppointed  that  this 
k  will  not  be 
pond/nce  on  this  subject. 


22.  EXPORT  CONTROL.  Rep.  Ashbrook  inserted  the  view's  of  Sens.  Bennett  .and  Tower 

in  opposition  to  the  proposed  bill  to  provided  or  continuation  of  authority 
for  the  regulation  and  e^ansion  of  exports/  pp.  E6526-9 

BILLS  INTRODUCED 

23.  TAXATION.  S.  2739  by  Sen.  StevenYs,  to/expand  the  definition  of  deductible 

moving  expenses  incurred  by  an  emp^yyee;  to  Finance  Committee.  Remarks  of 
author  p.  S8903 

24.  PESTICIDES.  S.  2747  by  Rep.  TycUngs,  to\require  the  Secretary  of  Health, 

Education,  and  Welfare  to  con/uct  a  studyvand  investigation  of  the  effects 
of  the  use  of  certain  poisons  on  roan's  healsth  and  environment;  to  Agricul¬ 
ture  and  Forestry  Committee.  Remarks  of  authpr  pp.  S8904-7. 

25.  FOREIGN  TRADE.  S.  2748  /by  Sen.  Hartke,  to  amendythe  Antidumping  Act,  1921, 
as  amended;  to  Finance  Committee.  Remarks  of  author  pp.  S8907-8. 


26.  ELECTRIFICATION; 


:R0NMENT.  S.  2752  by  Sen, 


Muskie,\to  promote  intergovern¬ 
mental  cooperatiph  in  the  control  of  site  selection  ancK  construct ion  of  bulk 
power  facilities  for  environmental  and  coordination  purposes;  to  Government 
Operations  Cojarfmi ttee .  Remarks  of  author  pp.  S8909-20 


27.  MINK  IMPORT/.  H.  R.  13224  by  Rep.  Giairoo,  to  amend  the  Tariff  ''Schedules  of 
the  Unitora  States  with  respect  to  the  rate  of  duty  on  whole  skiir^  of  mink; 
to  Ways/and  Means  Committee. 


28, 


EROSL0N.  H.  R.  13230  by  Rep.  Schadeberg,  to  amend  the  act  of  August  fS^.  1946, 
iting  to  Federal  participation  in  the  cost  of  protecting  the  shores  \f  the 
lited  States,  its  terri tories , and  possessions,  to  include  privately  owne 
'’property;  to  Public  Works  Committee.  Remarks  of  author  pp.  E6504-5,  H6597. 
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.icular  subject  only  after  assuring 
of  the  facts.  To  buttress  his 
arguments,  he  has  cited  for  the  Senate 
the  priSaleges  he  has  had  of  serving  on 
the  JoinV  Committee  on  Atomic  Energy, 
he  has  indicated  his  extreme  expertise 
on  the  question  of  nuclear  energy,  and 
he  has  tried  t>o  put  in  perspective  a  por¬ 
tion  of  the  argument  against  the  ABM 
which  has  not  yHt  been  given  much  con¬ 
sideration  on  this^fioor. 

I  believe  the  Senate  is  indebted  to  the 
distinguished  Senator  for  his  remarks. 
I  am  in  accord  withVme  of  the  main 
tenets  of  his  argumentNand  that  is  that 
what  we  have  to  achieve— vif  I  may  trans¬ 
pose  slightly  the  Senator’Ss.  thoughts — is 
not  necessarily  a  superioritysin  the  field 
of  defense  but,  rather,  a  balance  be¬ 
tween  the  field  of  defense  onVthe  one 
hand  and  our  domestic  needs  >on  the 
other.  As  the  Senator  has  indicated,  we 
could  have  the  strongest  and  mosK. ex¬ 
pensive  defense  system  in  the  world  ;  (mt 
if  we  did  not  have  some  stability  at  horns 
if  we  did  not  take  care  of  our  people,  we 
would  not  have  a  great  deal  upon  which 
to  base  our  security. 

Once  again,  it  is  a  great  pleasure  to 
listen  to  the  Senator  from  Vermont  and 
to  be  the  beneficiary  of  his  wisdom  and 
his  detailed  thinking  on  this  most  im¬ 
portant  subject. 

Mr.  AIKEN.  Mr.  President,  I  know  of 
no  one  from  whom  I  would  prefer  to  get 
words  of  commendation  than  the  distin¬ 
guished  majority  leader,  the  Senator 
from  Montana. 

I  have  tried  to  present  facts  in  what  I 
have  just  said.  I  wish  I  could  have  told 
the  Senate  more  of  the  things  which 
prompted  me  to  take  the  position  I  have 
taken  this  morning,  but  many  of  the 
facts  are  classified.  Everything  I  said 
here  is  a  matter  of  public  record.  If  you 
know  where  to  look  you  can  see  I  have 
confined  my  remarks  to  what  is  in  the 
public  record. 

I  thank  the  Senator. 


Mr.  MANSFIELD.  Apart  from  the  time 
limitation.  I  think  in  this  instance  we 
could  do  it. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  Without  objection,  it  is  so  ordered. 

The  clerk  will  call  the  roll. 

The  bill  clerk  called  the  roll,  and  the 


following 
names : 

Senators  answered  to  their 

[No.  59  Leg.] 

Aiken 

Goldwater 

Prouty 

Allen 

Gore 

Ribicoff 

Bellmon 

Holland 

Scott 

Bennett 

Hollings 

Sparkman 

Bible 

Kennedy 

Spong 

Byrd,  Va. 

Long 

Talmadge 

Byrd,  W.  Va. 

Mansfield 

Thurmond 

Curtis 

Metcalf 

Tydings 

Dirksen 

Dole 

Ervin 

Miller 

Murphy 

Muskie 

Williams,  Del. 

Mr.  KENNEDY.  I  announce,  that  the 
Senator  from  South  Dakota  (Mr.  Mc¬ 
Govern)  is  necessarily  absent. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  A  quorum  is  not  present. 

Mr.  BYRD  of  West  Virginia.  Mr.  Presi¬ 
dent,  I  move  that  the  Sergeant  at  Arms 
ie  directed  to  request  the  attendance  of 
>sent  Senators. 

"he  ACTING  PRESIDENT  pro  tern-, 
pom.  The  question  is  on  agreeing  to  tl 
motion  of  the  Senator  from  West  V/r- 
ginia. 

The  nation  was  agreed  to. 

The  ACTING  PRESIDENT  m>6  tem¬ 
pore.  The  Sergeant  at  Arms  wij Y execute 
the  order  of  the  Senate. 

After  some  delay,  the  following  Sena¬ 
tors  entered  thNchamber,and  answered 
to  their  names: 


COLLECTION  OF  FEDERAL 
UNEMPLOYMENT  TAX 

The  Senate  resumed  the  consideration 
of  the  bill  (H.R.  9951)  to  provide  for 
the  collection  of  the  Federal  unemploy-/ 
ment  tax  in  quarterly  installments  duy^ 
ing  each  taxable  year;  to  make  statu^of 
employer  depend  on  employment  during 
preceding  as  well  as  current  taxable 
year;  to  exclude  from  the  commutation 
of  the  excess  the  balance  in  thp  employ  - 
ment  security  administratioiyaccount  as 
of  the  close  of  fiscal  years  1970  through 
1972;  to  raise  the  limitation  on  the 
amount  authorized  to  boonade  available 
for  expenditure  out  of/the  employment 
security  administration  account  by  the 
amounts  so  exclude#  and  for  other  pur¬ 
poses. 

The  ACTING/PRESIDENT  pro  tem¬ 
pore.  The  question  is  on  agreeing  to  the 
amendment  ^ftered  by  the  Senator  from 
Louisiana. 

Mr.  MANSFIELD.  Mr.  President,  I 
suggest  ine  absence  of  a  quorum.  For  the 
benefit' of  attaches  of  the  Senate,  I  say 
it  w#  be  a  live  quorum. 

re  ACTING  PRESIDENT  pro  tern- 
re.  On  whose  time? 


Allott 
Anderson 
Baker 
Bayh 
Boggs 
Brooke 
Burdick 
Cannon 
Case 
Church 
Cook 
Cooper 
Cotton 
Cranston 
Dodd 
DomiUlck 
Eagliton 
EaStland 
Extender 
rannin 
i’ong 

Fulbright 

Goodell 


GraveiS 
Griffin 
Gurney , 
Hanser 
Harris 
Hart. 

Hartke 
Ctfield 
ruska 
'Hughes 
Inouye 
Jackson 
Javits 

Jordan,  N.C. 

Jordan,  Idaho 

Magnuson 

Mathias 

McCarthy 

McClellan 

McGee 

McIntyre 

Mondale 

Montoya 


Moss 
Mundt 
Nelson 
Packwood 
Pastore 
Pearson 
kPell 
iercy 
PJioxmire 
Randolph 
Rusaell 
Saxbe 
Schwei\er 
Smith 
Stennis 
Stevens 
Symington 
Tower 
Williams,  N.J. 
Yarborough 
Young,  N.  Dak. 
Young,  Ohio 


AMERICAN  SERVICEMEN  IN 
VIETNAM 

Mr.  GORE.  Mr.  President,  as  a  young 
ster  I  taught  elementary  mathematics 
in  high  school  for  a  short  while.  Yet  I 
admit  the  new  mathematics  giv^s  me 
problems.  I  find  the  statistical  formula 
for  reduction  of  U.S.  forces  in/Vietnam 
particularly  puzzling. 

I  made  inquiry  of  the  Pentagon,  and 
these  statistics  were  suppUed  to  me.  On 
January  18,  1969,  thenfi  were  532,500 
American  servicemen  in  Vietnam. 

On  July  17,  1969,  tnere  were  535,200 
American  servicemen  in  Vietnam. 

On  July  26,  19^9,  the  Pentagon  re¬ 
ports  there  werq/536,000  American  serv¬ 
icemen  in  Vietnam. 

This  is  aiyuicrease  of  3,500  over  the 
number  in  Vietnam  2  days  before  Presi¬ 
dent  Nixon’s  inauguration,  an  increase 
of  800  from  last  week  to  this  week.  Yet, 
I  read  And  hear  every  day  that  our  boys 
are  toeing  withdrawn.  There  has  been 
sorrje  mention  of  25,000. 

am  also  having  difficulty  understand- 
ig  how  we  can  have  a  policy  one  day 
'"to  avoid  more  Vietnams,  and  2  days  later 
to  find  the  Vietnam  war  “our  finest 
hour.”  As  Alice  said  in  her  “Adventures 
in  Wonderland,”  things  are  getting 
“curiouser  and  curiouser.” 

Mr.  President,  there  are,  unfortu¬ 
nately,  some  statistics  from  Vietnam  that 
are  easily  understood,  though  they  give 
us  much  sadness. 

The  casualties  last  week  in  Vietnam 
were  1,212 — 110  killed  by  hostile  action, 
46  killed  by  nonhostile  action,  and  the 
remainder  wounded. 

This  brings  to  a  total,  according  to 
the  statistics  given  me  by  the  Depart- 
meiit  of  Defense,  of  54,184  casualties 
since  January  18,  1969. 

Mr.  President,  this  war  must  end. 


The  ACTING  PRESIDENT  pro  tem¬ 
pore.  A  quorum  is  present. 

ORDER  OF  BUSINESS 

Mr.  MANSFIELD.  Mr.  President,  I 
yield  2  minutes  to  the  Senator  from 
Tennessee. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  Chair  inquires  of  the  Sen¬ 
ator  from  Montana,  to  whom  is  the  time 
to  be  charged? 

Mr.  MANSFIELD.  On  the  bill. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  Senator  from  Tennessee  is 
recognized. 

Mr.  STENNIS.  Mr.  President,  may  we 
have  order,  -real  order,  quiet? 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  Senate  will  be  in  order.  The 
Senate  will  not  proceed  until  the  Senate 
is  in  order.  The  Senator  from  Tennessee 
may  proceed. 


COLLECTION  OF  FEDERAL 
UNEMPLOYMENT  TAX 

The  Senate  resumed  the  consideration 
of  the  bill  (H.R.  9951)  to  provide  for  the 
collection  of  the  Federal  unemployment 
tax  in  quarterly  installments  during  each 
taxable  year;  to  make  status  of  employer 
depend  on  employment  during  preceding 
as  well  as  current  taxable  year;  to  ex¬ 
clude  from  the  computation  of  the  ex¬ 
cess  the  balance  in  the  employment  secu¬ 
rity  administration  account  as  of  the 
close  of  fiscal  years  1970  through  1972;  to 
raise  the  limitation  on  the  amount  au¬ 
thorized  to  be  made  available  for  expen¬ 
diture  out  of  the  employment  security 
administration  account  by  the  amounts 
so  excluded;  and  for  other  purposes. 

Mr.  LONG  obtained  the  floor. 

Mr.  LONG.  Mr.  President,  I  really  do 
not  think  the  amendment  requires  any 
debate.  I  think  all  Senators  understand 
the  question.  It  is  a  simple  extension  of 
the  10 -percent  surtax  until  the  end  of 
this  year. 

If  someone  cares  to  speak  in  favor  of 
the  amendment,  I  would  be  happy  to 
yield  for  that  purpose;  otherwise,  I  am 
prepared  to  yield  back  the  remainder 
of  my  time. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  Senate  is  not  in  order.  The 
Senate  will  please  be  in  order. 
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Mr.  LONG.  Mr.  President,  as  I  said, 
I  really  do  not  think  that  my  amend¬ 
ment  requires  any  further  debate.  I  think 
every  Senator  understands  it  and  knows 
how  he  wishes  to  vote. 

I  am  prepared  to  yield  back  the  time 
on  my  amendment  if  the  other  side  will 
yield  back  their  time. 

It  is  my  understanding  that  time  must 
be  used  up  on  the  amendment  before  we 
can  consider  an  amendment  to  the 
amendment.  That  being  the  case,  I  pro¬ 
pose  to  yield  back  my  time. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  yield  myself  2  minutes. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  Senator  from  Delaware  is 
recognized  for  2  minutes. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  might  say  that - 

Mr.  STENNIS.  Mr.  President,  a  point 
of  order.  It  is  not  possible  to  hear  what 
is  going  on.  We  do  not  know  what  the 
issue  is.  We  do  not  know  what  Senators 
are  saying.  The  Senate  should  be  called 
to  order. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  Senate  will  be  in  order. 

Will  the  Senator  from  Delaware  please 
indicate  to  whom  time  will  be  charged? 

Mr.  WILLIAMS  of  Delaware.  I  said 
I  yielded  myself  2  minutes. 

Mr.  President,  I  completely  agree  with 
the  chairman  of  the  committee  that 
there  is  nothing  that  can  be  said  in 
defense  of  his  amendment.  I  quite  agree 
that  it  just  does  not  do  the  job.  I  think 
that  is  clearly  understood. 

I  will  yield  back  my  time,  and  I  am 
ready  to  vote. 

Mr.  LONG.  Mr.  President,  I  yield  my¬ 
self  1  minute.  It  is  better  than  nothing. 

Mr.  WILLIAMS  of  Delaware.  I  should 
like  to  quote  briefly  what  every  living 
former  Secretary  of  the  Treasury  pub¬ 
licly  and  jointly  stated  in  June  of  this 
year  in  connection  with  this  question. 
This  is  every  living  Secretary  of  the 
Treasury,  including  John  Snyder, 
George  Humphrey,  Robert  Anderson, 
Douglas  Dillon,  Henry  Fowler,  Joseph 
Barr,  all  made  the  following  statement: 

We  are  joining  together  to  express  our  firm 
conviction  that  the  financial  health  of  the 
nation  demands  prompt  action  by  the  Con¬ 
gress  to  extend  the  income  tax  surcharge 
for  1  year. 

Mr.  President,  I  completely  agree  with 
that,  and  I  agree  with  the  Senator  from 
Louisiana  that  there  is  nothing  much 
that  can  be  said  in  defense  of  any  other 
position. 

With  that  understanding,  if  the  Sen¬ 
ator  wants  to,  we  can  yield  back  the 
remainder  of  our  time. 

Mr.  LONG.  Mr.  President,  I  yield  back 
the  remainder  of  my  time. 

Mr.  WIT  1 1 LAMS  of  Delaware.  Mr. 
President,  I  ask  for  the  yeas  and  nays 
on  the  pending  amendment. 

The  yeas  and  nays  were  ordered. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  All  time  on  the  amendment  has 
been  yielded  back. 

Mr.  PASTORE.  Mr.  President,  a  par¬ 
liamentary  inquiry. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  Senator  from  Rhode  Island 
will  state  it. 


Mr.  PASTORE.  What  is  the  pending 
business? 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  pending  question  is  on  the 
adoption  of  the  amendment  offered  by 
the  Senator  from  Louisiana,  amend¬ 
ment  No.  109. 

Mr.  PASTORE.  I  thank  the  Chair. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  yield  myself  1  further  min¬ 
ute. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  Senator  from  Delaware  is  rec¬ 
ognized  for  1  additional  minute. 

Mr.  WILLIAMS  of  Delaware.  As  I 
stated  earlier,  the  uncertainty  as  to  what 
Congress  will  or  will  not  do  on  this  sur¬ 
tax,  whether  to  extend  it  at  all  and  if 
so,  at  what  rate  and  for  how  long,  is 
vital.  The  uncertainty  as  to  what  we  will 
or  will  not  do - 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  Senate  will  please  be  in  order. 
The  Senator  from  Delaware  will  suspend. 

The  Senate  will  be  in  order. 

Mr.  DIRKSEN.  Mr.  President,  I  ask 
that  the  Senate  be  cleared  of  everyone 
not  entitled  to  the  privilege  of  the  floor. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  Is  there  objection?  The  Chair  hears 
none,  and  the  Sergeant  at  Arms  will  clear 
the  Chamber  of  all  attaches  and  other 
personnel  not  entitled  to  the  privilege  of 
the  floor. 

The  Senate  will  be  in  order. 

All  attaches  will  immediately  leave  the 
Chamber. 

All  attaches  will  completely  leave  the 
Chamber,  and  quickly. 

The  Senator  from  Delaware  may  pro¬ 
ceed. 

Mr.  WILLIAMS  of  Delaware.  Mr.  Pres¬ 
ident,  if  I  may  finish,  I  just  said  that  the 
uncertainty  in  the  financial  community 
and  in  the  minds  of  our  taxpayers  as  to 
whether  Congress  will  or  will  not  meet 
its  responsibility  in  answering  the  ques¬ 
tion  of  extending  the  surcharge  and  if 
so,  at  what  rate  and  for  how  long,  and 
whether  we  will  or  will  not  repeal  the  in¬ 
vestment  tax  credit  and  if  so,  at  what 
effective  date,  are  all  questions  which 
must  be  settled  today.  Immediately  after 
this  amendment  is  disposed  of  amend¬ 
ments  to  carry  out  this  objective  will 
be  offered.  However,  we  cannot  proceed 
until  this  amendment  is  disposed  of, 
then  amendments  will  be  offered  to  ex¬ 
tend  the  surtax  for  the  full  year,  phased 
out  as  the  administration  recommended 
and  as  reported  by  the  Finance  Com¬ 
mittee,  along  with  the  proposal  to  repeal 
the  investment  tax  credit. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  Senator  from  Delaware  will 
suspend  until  the  Senate  is  in  order.  All 
attaches  will  leave  the  floor  at  once. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  think  that  the  Senate  should 
beat  down  this - 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  Did  not  the  Senator  from  Delaware 
yield  back  the  remainder  of  his  time? 

Mr.  WILLIAMS  of  Delaware.  Yes.  I  am 
willing  to  vote  now.  I  hope  that  the  Sen¬ 
ate  will  reject  the  amendment. 

Mr.  SCOTT.  Mr.  President,  will  the 
Senator  from  Delaware  yield  for  a  clari¬ 
fication? 

Mr.  WILLIAMS  of  Delaware.  I  yield. 
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Mr.  SCOTT.  As  I  understand  it,  a  vote 
“nay”  on  the  Long  amendment  is  not  a 
vote  against  the  extension  of  phasing  out 
the  surtax  but  Senators  may  regard  it  as 
an  opportunity,  then,  to  go  on  to  having 
a  vote  on  the  Williams  amendment. 

Mr.  WILLIAMS  of  Delaware.  That  is 
correct.  The  only  way  I  can  offer  my 
amendment  is  to  get  rid  of  the  Long 
amendment  first,  which  I  hope  will  be 
rejected  by  the  Senate. 

Mr.  LONG.  Mr.  President,  I  yield  my¬ 
self  1  minute  on  the  bill. 

Mr.  HANSEN.  Mr.  President,  a  par¬ 
liamentary  inquiry. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  Senator  will  state  it. 

Mr.  HANSEN.  Has  not  all  time  been 
yielded  back? 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  All  time  has  been  yielded  back. 

Mr.  LONG.  Mr.  President,  I  yield  my¬ 
self  1  minute  on  the  bill. 

Mr.  MANSFIELD.  Mr.  President,  I 
yield  1  minute  on  the  bill. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  Senator  from  Montana  has 
yielded  1  minute  on  the  bill. 

Mr.  LONG.  Mr.  President,  if  this 
amendment  is  agreed  to,  the  bill  is  still 
subject  to  amendment.  It  is  subject  to 
amendment  relating  to  extension  of  the 
surtax  beyond  January  1.  It  is  also  sub¬ 
ject  to  amendment  on  the  repeal  of 
the  investment  tax  credit.  It  is  right 
there  in  the  unanimous  consent  agree¬ 
ment,  a  copy  of  which  is  on  each  Sena¬ 
tor’s  desk. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment  of  the  Senator  from  Louisiana. 

Mr.  DIRKSEN.  Mr.  President,  I  yield 
myself  1  minute  on  the  bill,  only  to  ask 
the  chairman  of  the  Finance  Committee 
a  question.  What  is  in  the  bill  now  also 
takes  care  of  the  withholding  tables 
which  the  House  tried  to  cover  in  the  bill 
that  came  over  here  a  day  or  two  ago 
and  gave  a  15-day  extension  on  the 
withholding  tables?  That  is  now  taken 
care  of? 

Mr.  LONG.  Yes,  that  is  taken  care  of. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  question  is  on  agreeing  to  the 
amendment  of  the  Senator  from  Louis¬ 
iana. 

The  yeas  and  nays  have  been  ordered, 
and  the  clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  KENNEDY.  I  announce  that  the 
Senator  from  South  Dakota  (Mr.  Mc¬ 
Govern)  is  necessarily  absent. 

The  result  was  announced — yeas  51, 
nays  48,  as  follows: 

[No.  60  Leg.] 

YEAS— 51 


Aiken 

Gravel 

McIntyre 

Anderson 

Harris 

Metcalf 

Baker 

Hartke 

Mondale 

Bayh 

Holland 

Moss 

Byrd,  Va. 

Hollings 

Muskie 

Case 

Hughes 

Pas  tore 

Church 

Inouye 

Pell 

Cranston 

Jackson 

Randolph 

Dirksen 

Javits 

Riblcoff 

Dodd 

Jordan,  N.C. 

Russell 

Eagleton 

Kennedy 

Sparkman 

Eastland 

Long 

Spong 

Ellender 

Magnuson 

Stennls 

Ervin 

Mansfield 

Symington 

Fulbright 

McCarthy 

Talmadge 

Goodell 

McClellan 

Ty  dings 

Gore 

McGee 

Yarborough 
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NATS— 48 


Allen 

Fannin 

Packwood 

Allott 

Fong 

Pearson 

Bellmon 

Goldwater 

Percy 

Bennett 

Griffln 

Prouty 

Bible 

Gurney 

Proxmire 

Boggs 

Hansen 

Saxbe 

Brooke 

Hart 

Schweiker 

Burdick 

Hatfield 

Scott 

Byrd,  W.  Va. 

Hruska 

Smith 

Cannon 

Jordan,  Idaho 

Stevens 

Cook 

Mathias 

Thurmond 

Cooper 

Miller 

Tower 

Cotton 

Montoya 

Williams,  N.J. 

Curtis 

Mundt 

Williams,  Del. 

Dole 

Murphy 

Young,  N.  Dak. 

Dominick 

Nelson 

Young,  Ohio 

NOT  VOTING— 1 
McGovern 

So  Mr.  Long’s  amendment  was  agreed 
to. 

Mr.  LONG.  Mr.  President,  I  move  to 
reconsider  the  vote  by  which  the  amend¬ 
ment  was  agreed  to. 

Mr.  PASTORE.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  send  to  the  desk  an  amend¬ 
ment,  and  ask  that  it  be  stated. 

Mr.  PASTORE.  Mr.  President,  may  we 
have  order? 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  Senate  will  be  in  order.  The 
clerk  will  not  proceed  until  order  is  re¬ 
stored. 

The  amendment  will  be  stated. 

The  legislative  clerk  proceeded  to  read 
the  amendment. 

Mr.  WILLIAMS  of  Delaware.  Mr.  Pres¬ 
ident,  I  ask  unanimous  consent  that 
further  reading  of  the  amendment  be 
dispensed  with. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  Without  objection,  it  is  so  ordered. 

The  amendment  offered  by  Mr.  Wil¬ 
liams  of  Delaware  is  as  follows: 

At  the  end  of  the  bill  add  a  new  section: 
"extension  of  tax  surcharge 

“Sec.  1  (a) .  Surcharge  Extension. — Section 
51(a)  of  the  Internal  Revenue  Code  of  1954 
(relating  to  imposition  of  tax  surcharge)  is 
amended — 

“(1)  by  inserting  at  the  end  of  paragraph 
(1)  (A)  the  following: 

"CALENDAR  YEAR  1970 


‘TABLE  1— SINGLE  PERSON  (OTHER  THAN  HEAD  OF  HOUSE¬ 
HOLD)  AND  MARRIED  PERSONS  FILING  SEPARATE  RETURN 


"If  the  adjusted  tax  is: 

The  tax  is — 

At  least 

But  less  than 

0 

$155 

0 

$155 

175 

$1 

175 

195 

2 

195 

215 

3 

215 

235 

4 

235 

255 

5 

255 

275 

6 

275 

300 

7 

300 

340 

8 

340 

380 

9 

380 

420 

10 

420 

460 

11 

460 

500 

12 

500 

540 

13 

540 

580 

14 

580 

620 

15 

620 

660 

16 

660 

700 

17 

700 

740 

18 

740 

780 

19 

780 

820 

20 

820 

860 

21 

860 

900 

22 

900 

940 

23 

940 

980 

24 

980  and  over,  2.5%  of  the  adjusted  tax" 

‘TABLE  2.— HEAD  OF  HOUSEHOLD 


"If  the  adjusted  tax  is: 

At  least 

But  less  than 

0 

$230 

0 

$230 

250 

$1 

250 

270 

2 

270 

290 

3 

290 

310 

4 

310 

330 

5 

330 

350 

6 

350 

370 

7 

370 

390 

8 

390 

410 

9 

410 

430 

10 

430 

460 

11 

460 

500 

12 

500 

540 

13 

540 

580 

14 

580 

620 

15 

620 

660 

16 

660 

700 

17 

700 

740 

18 

740 

780 

19 

780 

820 

20 

820 

860 

21 

860 

900 

22 

900 

940 

23 

940 

980 

24 

980  and  over  ,2.5%  of  the  adjusted  tax” 

"TABLE  3.— MARRIED  PERSONS  OR  SURVIVING  SPOUSE 
FILING  JOINT  RETURN 

"If  the  adjusted  tax  is: 


The  tax  is— 

At  least 

But  less  than 

0 

$300 

0 

$300 

320 

$1 

320 

340 

2 

340 

360 

3 

360 

380 

4 

380 

400 

5 

400 

420 

6 

420 

440 

7 

440 

460 

8 

460 

480 

9 

480 

500 

10 

500 

520 

11 

520 

540 

12 

540 

560 

13 

560 

580 

14 

580 

620 

15 

620 

660 

16 

660 

700 

17 

700 

740 

18 

740 

780 

19 

780 

820 

20 

820 

860 

21 

860 

900 

22 

900 

940 

23 

940 

980 

24 

980  and  over, 

2.5%  of  the  adjusted  tax”, 

it 

(2)  by  striking  out  the 

table  in  para- 

graph  ( 1 )  (B )  and  inserting  in  lieu  thereof 

the  following  table : 

Percent 

Estates  and 

"Calendar  year 

trusts  Corporations 

1968 

7.5  10.0 

1969 

10.0  10.0 

1970. 

2.5  2.5”. 

“(3)  by  striking  out  .‘July  1,  1969’  the  first 
time  it  appears  in  paragraph  (2)  (A)  and  in¬ 
serting  in  lieu  thereof  ‘July  1,  1970’,  and 
"(4)  by  striking  out  paragraph  (2)  (A) 
(ii)  and  inserting  in  lieu  thereof  the  fol¬ 
lowing  : 

“  '(ii)  a  fraction,  the  numerator  of  which 
is  the  sum  of  the  number  of  days  in  the  tax¬ 
able  year  occurring  on  and  after  the  effective 
date  of  the  surcharge  and  before  January  1, 
1970,  plus  one-half  times  the  number  of  days 
in  the  taxable  year  occurring  after  December 
31,  1969,  and  before  July  1,  1970,  and  the 
denominator  of  which  is  the  number  of  days 
in  the  entire  taxable  year.’ 

“(b)  Receipt  of  Minimum  Distribu¬ 
tions. — The  last  sentence  of  section  963(b) 
of  such  Code  (relating  to  receipt  of  minimum 


distributions  by  domestic  corporations)  is 
amended  by  striking  out  ’June  30,  1969’  and 
inserting  in  lieu  thereof  ‘June  30,  1970’. 

"(c)  Effective  Dates. — 

"(1)  In  general. — The  amendments  made 
by  subsections  (a)  and  (b)  shall  apply  to 
taxable  years  ending  after  December  30, 
1969,  and  beginning  before  July  1,  1970. 

"(2)  Declarations  of  estimated  tax. — If 
any  taxpayer  is  required  to  make  a  declara¬ 
tion  or  amended  declaration  of  estimated 
tax,  or  to  pay  any  amount  or  additional 
amount  of  estimated  tax,  by  reason  of  the 
amendments  made  by  this  section,  such 
amount  or  additional  amount  shall  be  paid 
ratably  on  or  before  each  of  the  remaining 
installment  dates  for  the  taxable  year  be¬ 
ginning  with  the  first  installment  date  on 
or  after  the  30th  day  after  the  date  of  enact¬ 
ment  of  this  Act.  With  respect  to  any  dec¬ 
laration  or  payment  of  estimated  tax  before 
such  first  installment  date,  sections  6015, 
6154,  6654,  and  6655  of  the  Internal  Revenue 
Code  of  1954  shall  be  applied  without  regard 
to  the  amendments  made  by  this  section. 
For  purpose  of  this  paragraph,  the  term 
‘installment  date’  means  any  date  on  which, 
under  section  6153  or  6154  of  such  Code 
(whichever  is  applicable),  an  installment 
payment  of  estimated  tax  is  required  to  be 
made  by  the  taxpayer. 

“Sec — Collection  of  Income  Tax  at  Source 
on  Wages 

"(a)  Percentage  Method. — Section  3402(a) 
of  the  Internal  Revenue  Code  of  1954  (relat¬ 
ing  to  requirement  of  withholding)  is 
amended — 

“(1)  by  striking  out  ‘July  31,  1969’  in 
paragraph  (1)  and  inserting  in  lieu  thereof 
‘June  30,  1970’; 

"(2)  by  striking  out  ‘August  1,  1969’  in 
paragraph  (2)  and  inserting  in  lieu  thereof 
‘January  1,  1970’;  and 

"(3)  by  inserting  after  paragraph  (2)  the 
following  new  paragraph: 

“  ‘(3)  In  the  case  of  wages  paid  after  De¬ 
cember  31,  1969,  and  before  July  1,  1970: 

"  ‘Table  1 — If  the  payroll  period  with  re¬ 
spect  to  an  employee  is  WEEKLY 

“  ‘(a)  Single  Person — Including  Head  of 
Household : 


‘If  the  amount  of 
wages  is: 

Not  over  $4 _ 


Over  $4  but  not  over 
$13 _ 


Over 

$13  but 

not 

over 

$23 

Over 

$23  but 

not 

over 

$85 _ 

Over 

$85  but 

not 

over 

$169  „ 

Over 

$169  but 

not 

over 

$212 _ 

Over  $212 


The  amount  of  in¬ 
come  tax  to  be 
withheld  shall 
be: 

$0. 

14%  of  excess  over 
$4. 

$1.26,  plus  15%  of 
excess  over  $13. 

$2.76,  plus  18%  of 
excess  over  $23. 

$13.92,  plus  21%  of 
excess  over  $85. 

$31.56,  plus  26%  of 
excess  over  $169. 

$42.74,  plus  31%  of 
excess  over  $212. 


‘(b)  Married  Person: 


'If  the  amount  of 
wages  is: 


Not  over  $4 - 

Over  $4  but  not  over 

$23 _ 

Over  $23  but  not 

over  $58 - 

Over  $58  but  not 

over  $169 _ 

Over  $169  but  not 

over  $340 - 

•  Over  $340  but  not 
over  $423 - 

Over  $423 _ 


The  amount  of  in¬ 
come  tax  to  be 
withheld  shall 
be; 

$0. 

14%  of  excess  over 
$4. 

$2.66,  plus  15%  of 
excess  over  $23. 

$7.91,  plus  18%  of 
excess  over  $58. 

$27.89,  plus  21%  of 
excess  over  $169. 

$63.80,  plus  26%  of 
excess  over  $340. 

$85.38,  plus  31%  of 
excess  over  $423. 
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“  'Table  2 — If  the  payroll  period  with  re¬ 
spect  to  an  employee  is  biweekly. 

“‘(a)  Single  Person — Including  Head  of 
Household : 


“  ‘If  the  amount  of 
wages  is: 

Not  over  $8 _ 

Over  $8  but  not  over 

$27  _ 

Over  $27  but  not 

over  $46  - 

Over  $46  but  not 

over  $169  _ 

Over  $169  but  not 

over  $338  _ 

Over  $338  but  not 

over  $423  _ 

Over  $423 _ 


The  amount  of  in¬ 
come  tax  to  be 
withheld  shall  be: 

$0. 

14%  of  excess  over 
$8. 

$2.66,  plus  15%  of 
excess  over  $27. 

$5.51,  plus  18%  of 
excess  over  $46. 

$27.65,  plus  21%  of 
excess  over  $169. 

$63.14,  plus  26%  of 
excess  over  $338. 

$85.24,  plus  31%  of 
excess  over  $423. 


‘(b)  Married  Person: 


“  ‘If  the  amount  of 
wages  is: 

Not  over  $8 _ 

Over  $8  but  not  over 

$46  _ 

Over  $46  but  not 

over  $115  _ 

Over  $115  but  not 

over  $338  _ _ 

Over  $338  but  not 

over  $681  _ 

Over  $681  but  not 

over  $846  _ 

Over  $846 _ 


The  amount  of  in¬ 
come  tax  to  be 
withheld  shall  be: 

$0. 

14%  of  excess  over 

$8. 

$5.32,  plus  15%  of 
excess  over  $46. 

$15.67,  plus  18%  of 
excess  over  $115. 

$55.81,  plus  21%  of 
excess  over  $338. 

$127.84,  plus  26%  of 
excess  over  $681. 

$170.74,  plus  31%  of 
excess  over  $846. 


“  ‘Table  3 — If  the  payroll  period  with  re¬ 
spect  to  an  employee  is  semimonthly. 

“‘(a)  Single  Person — Including  Head  of 
Household : 


“  ‘If  the  amount  of 
wages  is: 

Not  over  $8 _ 

Over  $8  but  not  over 

$29  _ 

Over  $29  but  not 

over  $50  _ 

Over  $50  but  not 

over  $183  _ 

Over  $183  but  not 

over  $367  _ 

Over  $367  but  not 

over  $458  _ 

Over  $458 _ 


The  amount  of  in¬ 
come  tax  to  be 
withheld  shall  be: 

$0. 

14%  of  excess  over 

$8. 

$2.94,  plus  15%  of 
excess  over  $29. 

$6.09,  plus  18%  of 
excess  over  $50. 

$30.03,  plus  21%  of 
excess  over  $183. 

$68.67,  plus  26%  of 
excess  over  $367. 

$92.33,  plus  31%  of 
excess  over  $458. 


“‘(b)  Married  Person : 


“  ‘If  the  amount  of 
wages  is: 


The  amount  of  in¬ 
come  tax  to  be 
withheld  shall 
be: 


Not  over  $8 _ 

Over  $8  but  not 

over  $50 _ 

Over  $50  but  not 

over  $125 _ 

Over  $125  but  not 

over  $367 _ 

Over  $367  but  not 

over  $738 _ 

Over  $738  but  not 
over  $917 _ 

Over  $917 _ 

“  ‘  Table  4 — If  the 


$0. 

14%  of  excess  over 
$8. 

$5.88,  plus  15%  of 
excess  over  $50. 

$17.13,  plus  18%  of 
excess  over  $125. 

$60.69,  plus  21%  of 
excess  over  $367. 

$138.60,  plus  26% 
of  excess  over 
$738. 

$185.14,  plus  31%  of 
excess  over  $917. 
payroll  period  with 


respect  to  an  employee  is  monthly 

“‘(a)  Single  Person — Including  Head  of 
Household : 


“  If  the  amount  of 
wages  is: 


Not  over  $17 _ 

Over  $17  but  not 

over  $58 _ 

Over  $58  but  not 
over  $100 _ 


The  amount  -  of  in¬ 
come  tax  to  be 
withheld  shall 
be: 

$0. 

14%  of  excess  over 
$17. 

$5.74,  plus  15%  of 
excess  over  $58. 


“  ‘If  the  amount  of 
wages  is: 


Over  $100  but  not 

over  $367 - 

Over  $367  but  not 

over  $733 _ 

Over  $733  but  not 

over  $917 _ 

Over  $917 _ 

“‘(b)  Married  Person 
“  ‘If  the  amount  of 
wages  is: 

Not  over  $17 _ 

Over  $17  but  not 

over  $100 _ 

Over  $100  but  not 

over  $250 _ 

Over  $250  but  not 

over  $733 _ 

Over  $733  but  not 

over  $1,475 _ 

Over  $1,475  but  not 

over  $1,833 _ 

Over  $1,833 _ 


The  amount  of  in¬ 
come  tax  to  be 
withheld  shall 
be: 

$12.04,  plus  18%  of 
excess  over  $100. 

$60.10,  plus  21%  of 
excess  over  $367. 

$136.96,  plus  26%  of 
excess  over  $733. 

$184.80,  plus  31%  of 
excess  over  $917. 

The  amount  of  in¬ 
come  tax  to  be 
withheld  shall 
be: 

$0. 

14%  of  excess  over 
$17. 

$11.62,  plus  15%  of 
excess  over  $100. 

$34.12,  plus  18%  of 
excess  over  $250. 

$121.06,  plus  21%  of 
excess  over  $733. 

$276.88,  plus  26%  of 
excess  over  $1,475. 

$369.96,  plus  31%  of 
excess  over  $1,833. 


“  ‘Table  5 — If  the  payroll  period  with  re¬ 
spect  to  an  employee  is  quarterly 

“‘(a)  Single  Person — Including  Head  of 
Household : 


‘If  the  amount  of  The  amount  of  in¬ 
wages  is:  come  tax  to  be 

withheld  shall  be : 


Not  over  $50 _ 

Over  $50  but  not 

over  $175 _ 

Over  $175  but  not 

over  $300 _ 

Over  $300  but  not 

over  $1,100 _ 

Over  $1,100  but  not 

over  $2,200 _ 

Over  $2,200  but  not 

over  $2,750 _ 

Over  $2,750 _ 

“‘(b)  Married  Person : 


$0. 

14%  in  excess  over 
$50. 

$17.50,  plus  $15%  of 
excess  over  $175. 

$36.25,  plus  18%  of 
excess  over  $300. 

$180.25,  plus  21%  of 
excess  over  $1,100. 

$411.25,  plus  26%  of 
excess  over  $2,200. 

$554.25,  plus  31%  of 
excess  over  $2,750. 


'If  the  amount  of  The  amount  of  in¬ 
wages  is:  come  tax  to  be 

withheld  shall  be: 


Not  over  $50 _ 

Over  $50  but  not 

over  $300 _ 

Over  $300  but  not 

over  $750 _ 

Over  $750  but  not 

over  $2,200 _ 

Over  $2,200  but  not 

over  $4,425 _ 

Over  $4,425  but  not 

over  $5,500 _ 

Over  $5,500 _ 


$0. 

14%  of  excess  over 
$50. 

$35,  plus  15%  of 
excess  over  $300. 

$102.50,  plus  18%  of 
excess  over  $750. 

$363.50,  plus  21%  of 
excess  over  $2,200. 

$830.75,  plus  26%  of 
excess  over  $4,425. 

$1,110.25,  plus  31% 
of  excess  over 


$5,500. 


“  ‘Table  6 — If  the  payroll  period  with 
respect  to  an  employee  is  semiannual 


“‘(a)  Single  Person — Including  Head  of 
Household : 


“  ‘If  the  amount  of 
wages  is :  , 

Not  over  $100 _ 

Over  $100  but  not 

over  $350 _ 

Over  $350  but  not 

over  $600 _ 

Over  $600  but  not 

over  $2,200 _ 

Over  $2,200  but  not 

over  $4,400 _ 

Over  $4,400  but  not 

over  $5,500 _ 

Over  $5,500 _ 


The  amount  of  in¬ 
come  tax  to  be 
withheld  shall  be  : 

$0. 

14%  of  excess  over 
$100. 

$35,  plus  15%  of 
excess  over  $350. 

$72.50,  plus  18%  of 
excess  over  $600. 

$360.50,  plus  21%  of 
excess  over  $2,200. 

$822.50,  plus  26%  of 
excess  over  $4,400. 

$1,108.50,  plus  31% 
of  excess  over 
$5,500. 


“  ‘(b)  Married  Person: 

“  ‘If  the  amount  of  The  amount  of  in¬ 
wages  is :  come  tax  to  be 

withheld  shall  be : 


Not  over  $100 _ 

Over  $100  but  not 
over  $600. 

Over  $600  but  not 
over  $1,500. 

Over  $1,500  but 
not  over  $4,400. 

Over  $4,400  but 
not  over  $8,850. 

Over  $8,850  but 
not  over  $11,000. 

Over  $11,000 _ 


$0. 

14%  of  excess  over 
100. 

$70,  plus  15%  of 
excess  over  $600. 

$205,  plus  18%  of 
$1,500. 

$727,  plus  21% 

of  excess  over 

$4,400. 

$1,661.50,  plus  26% 
of  excess  over 

$8,850. 

$2,220.50,  plus  31% 
of  excess  over 

$11,000. 


“  ‘Table  7 — If  the  payroll  period  with  re¬ 
spect  to  an  employee  is  annual 
“‘(a)  Single  Person — Including  Head  of 
Household : 


“  ‘If  the  amount  of 
wages  is-: 


Not  over  $200 _ 

Over  $200  but  not 
over  $700. 

Over  $700  but  not 
over  $1,200. 

Over  $1,200  but 
not  over  $4,400. 

Over  $4,400  but 
not  over  $8,800. 

Over  $8,800  but 
not  over  $11,000. 

Over  $11,000 _ 

“‘(b)  Married  Person : 

“  ‘If  the  amount  of 
wages  is : 

Not  over  $200 _ 

Over  $200  but  not 
over  $1,200. 

Over  $1,200  but 
not  over  $3,000. 

Over  $3,000  but 
not  over  $8,800. 

Over  $8,800  but 
not  over  $17,700. 

Over  $17,700  but 
not  over 

$22,000. 

Over  $22,000 _ 


tie  amount  of  in¬ 
come  tax  to  be 
withheld  shall 

be: 

$0. 

14%  of  excess  over 
$200. 

$70,  plus  15%  of 
excess  over  $700. 
$145,  plus  18%  of 
excess  over 

$1,200. 

$721,  plus  21% 
of  excess  over 
$4,400. 

$1,645,  plus  26% 
of  excess  over 
$8,800. 

$2,217,  plus  31% 
of  excess  over 
$11,000. 

The  amount  of  in¬ 
come  tax  to  be 
withheld  shall 
be: 

$0. 

14%  of  excess  ovei 
$200. 

$140,  plus  15%  of 
excess  over 

$1,200. 

$410,  plus  18%  of 
excess  over 

$3,000. 

$1,454,  plus  21% 
of  excess  over 
$$8,800. 

$3,323,  plus  26% 
of  excess  over 
$17,700. 

$4,441,  plus  31% 
of  excess  over 
$22,000. 


“  ‘Table  8 — If  the  payroll  period  with  re¬ 
spect  to  an  employee  is  a  daily  payroll  or  a 
miscellaneous  period 
“  ‘(a)  Single  Person— Including  Head  of 
Household : 


‘If  the  amount  of  The  amount  of  in¬ 


wages,  divided 
by  the  number 
of  days  in  the 
payroll  period, 
is: 


Not  over  $0.50. 

Over  $0.50  but  not 
over  $1.90. 

Over  $1.90  but  not 
over  $3.30. 

Over  $3.30  but  not 
over  $12.10. 

Over  $12.10  but 
not  over  $24.10. 


come  tax  to  be 
withheld  shall  be 
the  following 
amount  multi¬ 
plied  by  the 
number  of  days 
in  such  period : 

$0. 

14%  of  excess  over 
$0.50. 

$0.20,  plus  15%  of 
excess  over  $1.90. 

$0.41,  plus  18%  of 
excess  over  $3.30. 

$1.99,  plus  21%  of 
excess  over  $12.10. 
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"‘(a)  Single  Person — Including  Head  of 
Household — Continued 

“  -if  the  amount  of  The  amount  of  in- 


wages,  divided 
by  the  number 
of  days  in  the 
payroll  period, 
is: 


Over  $24.10  but 
not  over  $30.10. 
Over  $30.10 _ 


come  tax  to  be 
withheld  shall  be 
the  following 
amount  multi¬ 
plied  by  the 
number  of  days 
in  such  period : 

$4.51,  plus  20%  of 
excess  over  $24.10. 

$6.07,  plus  31%  of 
excess  over  $30.10. 


'(b)  Married  Person: 
If  the  amount  of 
wages,  divided 
by  the  number 
of  days  in  the 
payroll  period, 
is: 


Not  over  $0.50 — 
Over  $0.50  but  not 
over  $3.30. 

Over  $3.30  but  not 
over  $8.20. 

Over  $8.20  but  not 
over  $24.10. 

Over  $24.10  but 
not  over  $48.50. 
Over  $48.50  but 
not  over  $60.30 
Over  $60.30 - 


The  amount  of  in¬ 
come  tax  to  be 
withheld  shall 
be  the  follow¬ 
ing  -  amount 
multiplied  by 
the  number  of 
days  in  such 
period : 

$0. 

14%  of  excess  over 
$0.50. 

$0.39,  plus  15%  of 
excess  over  $3.30. 

$1.13,  plus  18%  of 
excess  over  $8.20. 

$3.99,  plus  21%  of 
excess  over  $24.10. 

$9.11,  plus  26%  of 
exces  over  $48.50. 
$12.18,  plus  31%  of 
excess  over 
60.30.’ 


“(b)  Wage  Bracket  Withholding. — Section 
3402  (c)  (relating  to  wage  bracket  withhold¬ 
ing)  is  amended — 

"(1)  by  striking  out  paragraph  (1)  and 
inserting  in  lieu  thereof  the  following: 

“  ‘(1)  Wage  bracket  withholding. — At  the 
election  of  the  employer  with  respect  to  any 
employee,  the  employer  shall  deduct  and 
withhold  upon  the  wages  paid  to  such  em¬ 
ployee  a  tax  (in  lieu  of  the  tax  required  to 
be  deducted  and  withheld  under  subsection 
(a) )  determined  in  accordance  with  tables 
prescribed  by  the  Secretary  or  his  delegate. 
The  tables  so  prescribed  shall  be  the  same 
as  the  tables  contained  in  this  subsection  as 
in  effect  before  June  1,  1969,  except  the 
amounts  set  forth  as  amounts  and  rates  of 
tax  to  be  deducted  and  withheld  shall  be 
comported  on  the  basis  of  table  7  contained 
in  paragraph  (1),  (2),  or  (3)  (whichever  is 
applicable)  of  subsection  (a) and 
“  (2)  by  striking  out  paragraph  (6) . 

“(c)  Effective  Date. — The  amendments 
made  by  subsections  (a)  and  (b)  shall  apply 
with  respect  to  wages  paid  after  July  31, 
1969.” 


The  ACTING  PRESIDENT  pro  tem¬ 
pore.  How  much  time  does  the  Senator 
from  Delaware  yield  himself? 

Mr.  'WILLIAMS  of  Delaware.  I  yield 
myself  5  minutes. 

Mr.  PROUTY.  Mr.  President,  may  we 
have  order? 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  Senate  will  be  in  order.  The 
Senator  will  not  proceed  until  the  Sen¬ 
ate  is  in  order. 

The  Senator  from  Delaware  may 
proceed. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  in  my  opinion  the  surtax 
should  be  extended  for  the  full  year  on 
the  basis  of  phasing  it  out  at  10  percent 
for  the  first  6  months  and  5  percent 
for  the  next  6  months. 

I  would  much  prefer — and  I  think  it 
would  be  better  procedure — to  vote  for 
this  as  a  package,  because  then  we  would 
have  solved  the  problem.  However,  the 
Senate  has  decided  otherwise  and  has 


now  approved  a  6-month  extension  of 
the  surtax  at  10  percent,  and  I  respect 
the  decision  of  the  Senate. 

The  purpose  of  the  pending  amend¬ 
ment  is  to  extend  the  surcharge  for  an 
additional  6  months  from  January  1, 
1970,  to  July  1,  1970,  as  has  already  been 
approved  by  the  House  of  Representa¬ 
tives  and  by  the  Senate  Finance  Com¬ 
mittee.  It  is  exactly  as  approved  under 
H.R.  12290,  now  on  the  Senate  Calendar. 

So,  what  the  amendment  proposes  to 
do  is  to  put  back  the  other  6  months  of 
the  surcharge  as  it  was  reported  by  the 
Finance  Committee. 

I  do  not  want  to  belabor  the  Senate 
with  the. thought  of  how  necessary  it  is 
in  the  opinion  of  some  that  Congress 
should  settle  this  point  for  once  and  for 
all  in  order  to  remove  this  continued 
uncertainty  from  the  markets  and  from 
the  country  as  to  what  we  intend  to  do. 

I  again  read,  the  unanimous  recom¬ 
mendations  of  the  six  former  Secre¬ 
taries  of  the  Treasury-  The  six — John 
W.  Snyder,  George  M.  Humphrey,  Rob¬ 
ert  B.  Anderson,  Douglas  Dillon,  Henry 
H.  Fowler  and  Joseph  W.  Barr — made 
the  following  statement: 

We  are  joining  together  to  express  our 
firm  conviction  that  the  financial  health  of 
the  nation  demands  prompt  action  by  the 
Congress  to  extend  the  income  tax  surcharge 
for  one  year.  Combined  with  control  of  ex¬ 
penditures,  this  is  essential  to  produce  the 
budgetary  surplus  so  urgently  needed  to 
dampen  inflation  and  maintain  orderly  fi¬ 
nancial  markets. 

If  inflation  continues  unabated,  we  will 
put-  into  jeopardy  the  economic  prosperity 
we  have  all  worked  so  hard  to  achieve. 

The  risks  of  inaction  are  great: 

At  home,  rising  prices — and  the  expecta¬ 
tion  of  further  rises — will  create  new  dis¬ 
tortions  and  inequities  that  will  unbalance 
our  economy. 

Businessmen  will  continue  to  see  their 
goods  priced  out  of  foreign  markets  as  our 
exports  become  more  expensive.  At  the  same 
time,  they  will  see  this  inflation  produce  a 
strong  demand  for  imports. 

The  burden  of  fighting  inflation  cannot 
be  left  to  monetary  policy  alone.  Recent  de¬ 
velopments  carrying  interest  rates  to  the 
highest  levels  in  a  century  make  plain  the 
severe  pressures  already  operating  in  finan¬ 
cial  markets. 

We  recognize  that  important  questions  of 
tax  reform  remain  to  be  settled  at  a  later 
date,  and  we  pronounce  no  Judgment  on  the 
structural  tax  changes  proposed  by  the 
Administration . 

But  we  are  united  in  the  conviction  that— 
in  the  interests  of  the  nation’s  economic  sta¬ 
bility  and  its  future  prosperity — extension 
of  the  surcharge  for  one  year  must  not  be 
delayed. 

I  now  read  what  former  Secretary 
Robert  Anderson  had  to  say  just  2  weeks 
ago  on  the  same  subject: 

As  we  consider  our  domestic  fiscal  and 
monetary  policies  three  thoughts  should  al¬ 
ways  be  in  our  minds:  (1)  The  dollar  is  the 
most  integral  part  of  the  world  monetary 
system.  (2)  The  ultimate  safety  of  the  dollar 
and  its  value  does  not  rest  exclusively  in 
our  hands  but  is  largely  and  perhaps  finally 
in  the  control  of  those  abroad  who  hold  our 
currency  and  short  term  debt.  (3)  Foreign¬ 
ers  who  do  hold  our  short  term  securities 
have  a  legitimate  interest  in  how  we  manage 
our  domestic  affairs  when  the  value  of  our 
money  is  involved. 

Today  the  whole  world  watches  what  we 
do  about  the  surtax.  It  is  regarded  as  a 
strong  indication  of  whether,  as  a  nation, 


we  have  either  the  will  or  the  ability  to  slow 
the  rapid  erosion  of  the  currency.  .  .  . 

As  a  nation  we  want  to  slow  down  exces¬ 
sive  spending  and  inflation.  We  want  to 
avoid  the  stagnation  and  fear  that  uncer¬ 
tainty  helps  to  establish.  .  .  . 

Whether  we  do  our  utmost  to  preserve  and 
protect  the  monetary  system  essential  to  our 
own  welfare  and  the  improvement  of  stand¬ 
ards  of  living  here  and  abroad  is  now  the 
essential  question  that  is  raised  by  the  vote 
on  the  surtax. 

In  the  past  six  months  I  have  twice  seen 
most  of  the  banks  and  bankers  and  a  great 
many  businessmen  of  Europe.  They  are  most 
Important  to  the  safety  of  our  dollar  and 
the  system  of  payments  and  international 
settlements  the  dollar  supports.  This  is  the 
life  blood  of  trade  and  commerce — a  major 
governing  force  in  our  exports  and  balance 
of  payments. 

I  can  assure  you  that  all  the  people  who 
concern  themselves  in  trying  to  contribute 
to  the  endurance  of  a  sound  monetary  sys¬ 
tem  for  our  nation  and  their  nations  are 
focusing  on  this  Congress  at  this  hour  to 
determine  whether  we  elect  to  act  respon¬ 
sibly  in  our  efforts  to  preserve  the  dollar’s 
value  and  the  world’s  economic  hopes. 

I  read  what  former  Secretary  Fowler, 
the  immediately  preceding  Secretary  un¬ 
der  the  previous  administration,  had  to 
say  in  a  statement  made  2  weeks  ago 
in  connection  with  the  pending  measure : 

The  risks  that  are  involved  in  delaying  the 
definitive  and  final  action  on  the  surtax 
extension  are  risks  that  I  would  hesitate  to 
accept.  .  .  . 

The  risk  at  home  in  an  inflationary  psy¬ 
chology,  instead  of  being  weakened  during 
this  period,  may  be  strengthened  with  the 
consequence  that  the  risk  that  wages  and 
prices  will  accelerate  rather  than  decelerate, 
that  there  will  be  anticipatory  buying  of 
plant  equipment,  goods  and  services,  and 
that  there  would  be  pressure  in  the  mone¬ 
tary  market  and  on  interest  rates  out  of  the 
uncertainty  as  to  whether  or  not  Federal 
financing  is  going  to  step  in  and  pre-empt  a 
significant  part  of  the  market  as  would  be 
the,  case  if  the  surtax  were  not  extended. 

We  cannot  exercise  that  very  neces¬ 
sary  ingredient  in  leadership  unless,  it  seems 
to  me,  by  the  month  of  September  we  have 
this  matter  of  necessary  fiscal  action  behind 
us. 

Mr.  PASTORE.  Mr.  President,  will  the 
Senator  yield  for  a  question? 

Mr.  WILLIAMS  of  Delaware.  I  yield. 

The  PRESIDING  OFFICER  (Mr. 
Gravel  in  the  chair) .  The  Senator  from 
Rhode  Island  is  recognized. 

Mr.  PASTORE.  Mr.  President,  will  not 
the  Senator  admit  that  the  12-month  ex¬ 
tension,  together  with  tax  reform,  would 
better  fortify  the  fiscal  position  of  the 
Nation  both  domestically  and  interna¬ 
tionally? 

Mr.  WILLIAMS  of  Delaware.  All  of  the 
Secretaries  of  the  Treasury  have  gone 
on  record,  as  I  stated,  in  favor  of  tax 
reform. 

Mr.  PASTORE.  I  know  they  have.  And 
so  have  we.  But  the  fact  is  that  we  have 
not  been  able  to  have  tax  reform,  and 
this  is  the  last  clear  chance  we  have. 

That  is  the  reason  why  many  of  us 
have  voted  for  the  6-month  extension 
rather  than  the  12-month  extension. 

I  would  be  very  pleased  to  vote  for  the 
12-month  extension  if  it  were  to  include 
tax  reform.  However,  we  have  had  prom¬ 
ise  after  promise  after  promise.  And  we 
have  never  had  tax  reform.  This  is  the 
only  chance  we  have,  and  that  is  the 
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reason  why  I  favor  the  6-month  exten¬ 
sion. 

Mr.  WILLIAMS  of  Delaware.  The  Sen¬ 
ator  will  have  to  speak  on  his  own  time. 

Mr.  PASTORE.  Mr.  President,  may  I 
have  time? 

Mr.  MANSFIELD.  Mr.  President,  I 
yield  5  minutes  on  the  bill  to  the  Senator 
from  Rhode  Island. 

The  PRESIDING  OFFICER.  The  Sen¬ 
ator  from  Rhode  Island  is  recognized  for 
5  minutes. 

Mr.  PASTORE.  Mr.  President,  do  I 
have  the  Senator’s  indulgence  to  inter¬ 
rupt  him  on  my  time? 

Mr.  WILLIAMS  of  Delaware.  Yes. 

Mr.  PASTORE.  Mr.  President,  I  will 
make  the  point  again.  The  thing  that 
disturbs  me  is  not  so  much  the  6  months 
as  against  the  12  months.  As  a  matter  of 
fact,  I  would  be  for  the  12 -month  exten¬ 
sion  providing  I  would  have  assurance 
that  we  are  going  to  have  tax  reform. 
There  is  no  Member  of  the  Senate  who 
knows  more  about  the  parliamentary 
gimmicks  than  does  the  Senator  from 
Delaware.  And  he  knows  that  if  we  dis¬ 
pose  permanently  of  the  surtax  problem 
and  then  treat  the  tax  reform  inde¬ 
pendently,  we  will  have  no  chance  to 
have  tax  reform. 

The  Senator  knows  that.  He  has  tried 
to  reduce  the  oil  depletion  allowance  time 
after  time.  And  the  Senator  from  Rhode 
Island  has  supported  him.  And  each  time 
we  have  been  unsuccessful. 

All  I  am  saying  to  those  who  feel  that 
it  is  good  fiscal  policy  to  have  a  surtax  for 
12  months  is,  let  us  see  how  they  feel 
about  doing  something  to  help  bring 
about  equity  and  justice  to  the  whole  tax 
structure  of  the  country.  That  is  the 
question. 

We  are  missing  the  point  entirely.  It  is 
not  a  question  of  what  one  Secretary  said 
or  what  some  other  Secretary  said.  I 
know  how  they  feel  about  the  surtax.  I 
feel  the  same  way  myself.  The  reason 
why  I  am  for  a  temporary  extension 
rather  than  an  extension  for  the  full 
period  at  this  time  is  that  if  we  go  for  the 
extension  for  the  full  period,  we  will 
never  have  tax  reform. 

Mr.  WILLIAMS  of  Delaware.  Mr.  Pres¬ 
ident,  how  much  time  do  I  have  remain¬ 
ing? 

The  PRESIDING  OFFICER.  The  Sen¬ 
ator  from  Delaware  has  30  minutes 
remaining. 

Mr.  HOLLAND.  Mr.  President,  will  the 
Senator  yield? 

Mr.  WILLIAMS  of  Delaware.  I  will 
yield  in  a  moment.  First,  I  would  like  to 
reply  to  the  Senator  from  Rhode  Is¬ 
land.  He  has  made  a  very  good  point. 

Mr.  President,  I  am  just  as  much  in 
favor  of  tax  reform  as  is  the  Senator 
from  Rhode  Island  or  any  other  Mem¬ 
ber  of  the  Senate.  I  think  the  time  is 
long  past  when  we  should  stop  making 
speeches  and  get  down  to  voting. 

I  most  respectfully  suggest  to  the  Sen¬ 
ator,  however,  that  I  think  we  are  go¬ 
ing  to  have  major  tax  reform  because 
the  Democratic  Policy  Committee,  of 
which  he  is  a  member  and  which  controls 
the  U.S.  Senate,  has  firmly  promised  that 
such  a  measure  will  be  before  us.  I  be¬ 
lieve  them. 

However,  the  Senator  is  a  member  of 


the  policy  committee  and  may  be  in  a 
better  position  to  judge  their  sincerity 
than  I  am. 

I  must  respectfully  remind  the  Senate 
that  for  8  years  the  Democratic  Party 
has  had  control  of  the  Government,  and 
we  have  not  had  tax  reform  yet. 

I  think  it  is  time  that  we  get  busy.  Nor 
am  I  unmindful  of  the  fact  that  as  a 
member  of  the  Finance  Committee  I  have 
seen  the  members  of  the  past  administra¬ 
tion  come  before  the  Finance  Committee 
and  testify  against  practically  every  re¬ 
form  that  has  been  suggested  to  date.  I 
offered  most  of  them  as  amendments  to 
various  tax  bills. 

I  say  that  the  time  has  come  to  vote 
and  not  have  speeches.  Speeches  do  not 
help  the  American  taxpayers. 

I  want  to  be  sure,  however,  that  we  get 
positive  assurance  that  the  matter  will 
go  through  the  policy  committee.  I  trust 
them;  however,  I  want  to  make  it  clear 
that  if  someone  on  the  other  side  does 
not  trust  them  he  should  follow  my  ear¬ 
lier  suggestion  that  we  stop  the  tax  re¬ 
form  package  when  it  comes  from  the 
House  to  the  Senate,  put  it  on  the  calen¬ 
dar,  and  then  move  to  recommit  to  the 
Finance  Committee  with  specific  instruc¬ 
tions  to  report  back  to  the  Senate  on  a 
date  certain. 

I  will  support  such  a  proposal.  That 
is  the  way  to  get  positive  assurance,  and 
I  will  join  with  the  Senator  from  Rhode 
Island  in  that  step.  However,  I  would 
still  like  to  continue  quoting  the  state¬ 
ments  of  other  Secretaries. 

While  we  may  all  be  for  and  will  vote 
for  tax  reform,  the  tax  reform  will  not 
provide  the  $8  billion  or  $9  billion  a  year 
that  we  need  to  restore  the  government 
some  semblance  of  fiscal  responsibility. 

I  took  the  same  position  toward  fiscal 
responsibility,  the  Senator  from  Rhode 
Island  will  remember,  last  year  under  the 
preceding  administration.  I  fought  just 
as  hard  for  fiscal  responsibility  last  year 
as  I  am  fighting  here  today.  I  was  then 
supporting  the  enactment  of  President 
Johnson’s  request  for  a  10-percent  sur¬ 
charge  for  a  full  year.  I  said  that  in  the 
face  of  the  $25  billion  deficit  we  had 
then  and  in  face  of  the  inflationary 
psychology  building  up  in  our  country 
I  felt  that  for  the  good  of  the  country 
we  had  to  pass  that  bill. 

I  feel  strongly  that  a  similar  situation 
exists  today.  I  believe  that  the  time  to 
vote  is  when  the  roll  is  called  and  to 
remove  this  uncertainty. 

I  should  now  like  to  quote  what  the 
Chairman  of  the  Federal  Reserve  Board, 
Mr.  William  McChesney  Martin,  said  on 
this  subject  the  other  day: 

I  think  this  is  the  worst  period  of  inflation 
that  we  have  had  since  the  end  of  World 
War  II. 

I  think  expectations  of  inflation  have  been 
built  into  the  economy  in  a  way  that  has 
occurred  and  this  has  become  a  part  of  the 
psychological  deterioration  of  our  budget 
since  early  1965.  But  I  think  we  are  making 
progress  in  the  present  time  and  what  we 
have  been  trying  to  do  with  monetary  policy 
is  to  disinflate  without  having  disastrous 
deflation. 

That  is  a  very  difficult  thing  to  do  and  it 
takes  a  great  deal  of  balance  to  keep  it  in 
that  perspective.  Now,  this  psychological 
problem  has  become  very  real  recently  and 
I  think  we  are  making  progress  currently.  I 
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think  abroad  and  in  this  country  there  are 
still  skeptics  of  whether  we  will  be  able  to 
do  this  and  carry  through.  This  skepticism 
will  be  heightened  and  not  by  any  sense 
diminished  by  any  delay  that  occurs  in  the 
surtax.  .  .  . 

We  are  not  going  to  get  lower  interest  rates 
until  we  get  this  inflation  under  control.  .  .  . 

All  I  want  to  do  is  to  say  amen  to  what 
has  been  said  and  to  say  that  monetary 
policy  wants  to  do  its  part,  but  without 
complimentary  fiscal  policy  I  think  we  are 
going  to  get  into  an  even  more  serious 
quagmire  than  we  are  in  at  the  present  time. 
I  think  it  is  essential  that  we  disinflate  with¬ 
out  bringing  on  a  serious  deflation. 

Mr.  PASTORE.  Mr.  President,  will  the 
Senator  yield? 

Mr.  WILLIAMS  of  Delaware.  I  prom¬ 
ised  to  yield  to  the  Senator  from  Florida. 

Mr.  PASTORE.  I  have  3  minutes  re¬ 
maining. 

I  should  like  to  remind  the  Senator 
from  Delaware  that  while  he  and  I  agree 
with  the  statements  he  has  just  read, 
there  are  Members  of  the  Senate  who 
genuinely  and  sincerely  do  not  enter¬ 
tain  the  same  alarm.  As  a  matter  of  fact, 
we  have  had  galloping  inflation  all  dur¬ 
ing  the  time  that  we  have  had  the  surtax 
on  the  books.  As  a  matter  of  fact,  it  has 
been  worse  after  the  surtax  than  it  was 
before  the  surtax.  I  am  not  saying  that 
the  surtax  did  it.  All  I  am  saying  is  that 
the  surtax  did  not  completely  cure  it. 

I  am  one  of  those  who  believe,  with 
the  Senator  from  Delaware,  that  it  has 
a  tremendous  psychological  effect.  There 
is  no  question  about  that. 

We  of  the  policy  committee  did  not 
say,  “Let  us  do  away  with  the  surtax.” 
We  are  apprehensive  that  many  Mem¬ 
bers  of  the  Senate  feel  that  there  should 
be  tax  reform,  and  they  sincerely  feel 
that  if  we  let  this  opportunity  slip 
through  our  fingers  at  this  time,  that 
chance  will  be  lost.  Therefore,  all  the 
policy  committee  has  done — and  the 
members  have  been  very  compromis¬ 
ing — first,  it  was  argued  that  we  would 
go  until  October  30,  "and  then  it  was 
November  30;  and  then,  when  our  very 
genial  and  eloquent  minority  leader 
rose  on  the  floor  the  other  day  and  said 
he  would  be  willing  to  subscribe  to  De¬ 
cember  31,  we  immediately  assembled 
the  policy  committee  again,  met  jointly 
with  the  Committee  on  Finance,  and  said 
that  is  a  reasonable  request  and  we  re¬ 
adjusted  the  date  to  December  31. 

I  was  very  much  refreshed  to  see  that 
the  minority  leader  and  his  son-in-law 
came  along  with  the  promise,  but  I  do 
not  think  he  was  too  much  successful 
with  the  remainder  of  his  group. 

So  what  happened?  All  we  were  trying 
to  do  here  was  to  get  a  little  assurance 
that  we  would  get  some  chance  at  tax 
reform.  That  is  all  it  amounts  to. 

Mr.  President,  I  happen  to  be  one  of 
those  trusting  souls  who  believe  that 
the  Democratic  Policy  Committee,  which 
includes  the  Senator  from  Rhode  Is¬ 
land  as  a  member,  can  be  trusted,  al¬ 
though  I  admit  that  he  is  in  a  better 
position  than  I  to  evaluate  their  sin¬ 
cerity. 

Mr.  HOLLAND.  Mr.  President,  will  the 
Senator  yield? 

Mr.  WILLIAMS  of  Delaware.  I  yield. 

Mr.  LONG.  I  yield  3  minutes  to  the 
distinguished  Senator  from  Florida. 
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Mr.  HOLLAND.  Mr.  President,  the 
Senator  from  Louisiana  has  yielded  to 
me,  so  I  will  be  proceeding  on  my  time. 

The  PRESIDING  OFFICER.  The  Sen¬ 
ator  from  Florida  has  the  floor. 

Mr.  HOLLAND.  If  I  may  have  the  at¬ 
tention  of  the  Senator  from  Delaware,  I 
thoroughly  agree  with  him  that  the  5 
percent  surtax  should  continue  through 
the  first  6  months  of  the  next  year.  I 
expect  to  vote  that  way  when  the  appro¬ 
priate  time  comes.  I  am  sorry  that  I  can¬ 
not  vote  that  way  now,  because  I  think  it 
is  clearly  indicated  that  the  only  thing 
we  can  possibly  do  today  is  to  accomplish 
the  extension  of  the  10  percent  surtax 
through  the  last  6  months  of  this  calen¬ 
dar  year. 

I  am  probably  as  distressed  as  he  is 
that  other  features  of  the  bill  as  reported 
by  the  committee  are  not  now  involved. 
I  am  sorry  the  investment  credit  is  not 
involved,  because  I  expect  to  vote  for  the 
repeal  of  the  investment  credit.  I  am 
sorry  that  the  provision  which  takes  care 
of  some  low-income  families — I  know 
that  my  friend  the  Senator  from  Mon¬ 
tana  is  particularly  interested  in  that — 
is  not  before  us  so  that  we  can  also  ap¬ 
prove  that.  I  am  sorry  that  the  continua¬ 
tion  of  the  excise  taxes  is  not  before  us. 
And  I  am  committed  to  vote  for  the  bill 
as  reported  by  the  committee.  The  Sena¬ 
tor  from  Louisiana  well  knows  this,  be¬ 
cause  I  so  advised  him  when  the  bill  was 
pending  before  his  committee. 

What  we  are  really  trying  to  do  is  to 
get  something  done.  While  I  am  not  a 
member  of  the  policy  committee  and  not 
a  party  to  its  maneuvering  on  the  House 
bill  on  this  subject  during  the  last  few 
days,  I  just  want  to  make  it  very  clear 
that  I  hope  we  shall  get  soon  to  the  time 
when  we  can  accomplish  the  full  scope 
of  that  bill  as  reported. 

I  hope — and  in  this  respect  I  differ 
somewhat  from  my  distinguished  friend 
and  seatmate,  the  Senator  from  Rhode 
Island — that  there  will  be  no  coupling  of 
reform  to  that  bill  when  it  comes  up.  I 
understood  from  the  commitments  made 
yesterday  by  the  Senator  from  Louisiana 
and  the  Senator  from  Montana,  the  ma¬ 
jority  leader,  that  we  would  have  a  sepa¬ 
rate  chance  to  pass  upon  that  tax  reduc¬ 
tion  bill  before  we  got  the  reform  bill 
which  I  also  expect  to  support.  I  shall 
expect  to  support  the  House  bill,  H.R. 
12290,  but  I  am  not  going  to  kill  the 
chance  of  affirmative  action  today,  of  ac¬ 
complishing  what  is  possible  and  all  that 
is  possible  at  this  time,  by  attaching 
more  amendments  to  this  particular  bill. 

I  regret  that  I  cannot  support  the 
Senator  on  his  amendment  to  attach 
the  investment  credit  repeal.  But  there 
is  a  time  for  everything,  and  this  is  not 
the  time  for  those  things.  I  just  want  to 
make  that  clear  for  the  record. 

The  PRESIDING  OFFICER.  The  time 
of  the  Senator  has  expired. 

Mr.  SCOTT.  Mr.  President,  will  the 
Senator  yield? 

Mr.  LONG.  Mr.  President,  will  the  Sen¬ 
ator  yield  30  seconds? 

Mr.  WILLIAMS  of  Delaware.  I  yield  to 
the  Senator  from  Louisiana. 

Mr.  LONG.  Mr.  President,  I  ask  unani¬ 
mous  consent  that  Mr.  Tom  Vail,  the 
chief  of  staff  of  the  Committee  on  Fi¬ 


nance,  and  one  other  expert  on  taxes 
from  the  Joint  Committee  on  Internal 
Revenue  Taxation,  may  have  the  priv¬ 
ilege  of  the  floor  to  advise  Senators  on 
technical  matters. 

The  PRESIDING  OFFICER.  Is  there 
objection?  The  Chair  hears  none,  and  it 
is  so  ordered. 

Mr.  SCOTT.  Mr.  President,  will  the 
Senator  yield? 

Mr.  WILLIAMS  of  Delaware.  I  yield. 

Mr.  SCOTT.  To  distinguish  pragma¬ 
tism  from  fragmatism,  I  should  like  to 
get  back  to  what  we  are  really  doing. 

Will  the  Senator  advise  me  at  this 
point:  In  our  proceedings,  what  we  have 
done  is  to  refuse  at  this  time  to  phase 
out  the  surtax,  but  to  continue  it  for  6 
months,  and  if  we  do  not  adopt  the 
amendment  of  the  Senator  from  Dela¬ 
ware,  then  we  are  refusing  to  reduce  the 
impact  of  the  surtax  next  year,  and  we 
are  refusing  to  phase  out  the  surtax;  and 
all  we  are  left  with  is  an  extension  of  the 
10  percent  to  the  end  of  the  year,  plus 
a  number  of  highly  pious  and  friendly 
assurances.  That  is  not  what  the  Sena¬ 
tor  wants  to  do. 

Mr.  WILLIAMS  of  Delaware.  To  a 
large  extent;  yes. 

Mr.  President,  the  Senator  from 
Florida  has  pointed  out  that  he  is  for 
extending  the  surtax  the  full  year.  I 
most  respectfully  suggest  that  all  he 
would  have  to  do  is  to  vote  for  it,  and  we 
will  have  it  for  the  full  year.  It  is  now 
before  us  in  the  pending  amendment. 

There  is  no  question  but  that  the 
House  would  prefer  the  full  year  exten¬ 
sion.  They  turned  down  the  6  months 
once,  and  they  did  vote  for  the  full  year. 

The  Senator  from  Rhode  Island 
raised  the  question — and  I  will  yield  in 
a  moment  to  other  Senators  who  wish  to 
speak  on  this  matter — that  the  surtax 
last  year  was  not  as  effective  an  instru¬ 
ment  to  control  inflation  as  had  been 
expected.  That  is  true.  But  let  us  look  at 
some  of  the  reasons  why  the  surtax  en¬ 
acted  last  year  was  not  as  effective  a 
control  over  inflation  as  those  who 
pushed  for  that  bill  thought  it  would  be. 

No.  1,  it  was  enacted  a  year  and  a  half 
late.  President  Johnson  first  recom¬ 
mended  it  in  January  1967  and  again  in 
January  1968.  It  was  not  until  June  1968, 
6  months  after  the  second  recommenda¬ 
tion,  that  it  was  enacted,  and  thaA  de¬ 
layed  action - 

Mr.  COOPER.  Mr.  President,  may  we 
have  order? 

The  PRESIDING  OFFICER.  The  Sen¬ 
ate  will  be  in  order. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  that  delayed  action  had  an 
adverse  effect  on  the  economy  by  add¬ 
ing  fuel  to  the  fires  of  inflation.  Then 
after  it  was  recommended  in  January 
1967,  the  administration  switched  sig¬ 
nals,  and  instead  of  continuing  to  sup¬ 
port  the  tax  increase,  which  many  of  us 
thought  had  to  be  enacted  in  the  face 
of  a  prospective  $25  billion  deficit  in 
fiscal  year  1968,  they  reinstituted  the 
suspended  investment  credit,  which 
represented  a  $3  billion  tax  reduction 
and  subsidy  for  industry.  That  was  an 
inflationary  act,  and  it  was  recognized  by 
nearly  everyone  at  the  time  that  it  would 
have  an  adverse  effect. 


There  is  another  point.  After  the  bill 
was  enacted,  even  at  the  late  date,  the 
Federal  Reserve  misjudged  the  situa¬ 
tion  and  pumped  money  into  the  mar¬ 
ket  at  an  abnormally  fast  rate.  This, 
too,  increased  the  inflation. 

Then  on  another  point,  we  had  the 
$6  billion  mandatory  reduction  in  ex¬ 
penditures  as  a  part  of  that  bill,  but 
Congress,  by  its  actions,  whittled  that 
away  and  exempted  $4  billion  from  the 
expenditure  reduction.  That  went  into 
the  economy  as  increased  spending. 

Therefore,  while  it  did  not  achieve 
all  the  results  hoped  for,  the  question  we 
may  well  be  asked,  What  would  have 
happened  if  we  had  not  done  it?  I  will 
quote  ony  from  a  former  Secretary  of 
the  Treasury  who  was  backed  up  by  a 
former  Secretary  of  the  Federal  Reserve. 
They  said  the  American  dollar  would 
have  gone  down  the  drain  if  Congress 
had  not  enacted  the  surtax. 

This  is  justifiable,  Mr.  President.  I 
ask  that  we  remove  the  cloud  of  uncer¬ 
tainty  and  let  the  American  people  know 
what  the  tax  rate  is  going  to  be  for  a  full 
year.  That  is  essential.  The  question  of 
repeal  of  the  investment  credit  will  be 
offered  separately  later  on. 

Mr.  PERCY.  Mr.  President,  will  the 
Senator  yield? 

Mr.  WILLIAMS  of  Delaware.  I  yield. 

Mr.  PERCY.  Mr.  President,  with  all 
due  respect  to  the  distinguished  Senator 
from  Maryland,  I  think  he  underesti¬ 
mates  the  slowing  down  effect  this  surtax 
has  actively  had  on  the  economy.  We 
have  had  a  slowdown,  as  the  Senator 
knows.  It  is  not  as  much  as  we  might 
expect  and  it  did  not  come  as  quickly  as 
we  thought,  but  we  should  look  at  the 
figures  to  see  if  we  have  not  started  to 
reverse  the  upward- spiraling  trend. 

The  tax  surcharge  was  oversold  last 
year.  People  talked  as  if  its  enactment 
would  produce  instant  economic  stabil¬ 
ity.  It  did  not  and  should  not  have  been 
expected  to.  We  should  not  now  jump  to 
the  other  extreme  and  think  that  the 
enactment  of  the  surcharge  last  year  had 
no  effect  and  that  its  expiration  would 
have  no  effect. 

In  fact,  there  has  been  a  significant 
change  in  the  economy  since  the  sur¬ 
charge  was  enacted.  The  annual  rate  of 
growth  of  total  spending  declined  from 
10.7  percent  in  the  first  half  of  1968,  be¬ 
fore  the  surcharge,  to  8  percent  in  the 
second  half  and  7.4  percent  in  the  first 
half  of  1969.  The  annual  rate  of  growth  of 
total  real  output  declined  from  6.6  per¬ 
cent  in  the  first  half  of  1968  to  3.6  percent 
in  the  second  half  and  2.5  percent  in  the 
first  half  of  1969.  This  slowing  down  in 
the  growth  of  spending  and  output  is  the 
necessary  prelude  to  the  slowdown  of 
inflation  which  we  seek  and  which  will 
come  if  we  continue  patiently  on  the 
course  we  have  set. 

All  of  this  change  in  the  economy  was 
not  due  to  the  surcharge,  but  some  it  cer¬ 
tainly  was.  We  should  not  conclude  that 
because  moving  from  a  budget  deficit  to  a 
surplus  did  not  solve  all  our  economic 
problems  in  12  months  we  can  now  safely 
move  back  to  a  deficit  by  cutting  taxes. 

Our  experience  requires  us  to  be  mod¬ 
est  in  claiming  to  know  just  how  big  the 
effect  of  a  tax  increase  or  tax  reduction 
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will  be,  or  how  fast  the  effect  will  come. 
Still,  there  is  no  reason  to  think  that  a 
tax  reduction  now  will  be  beneficial  from 
the  standpoint  of  inflation  and  high  in¬ 
terest  rates.  Even  recognizing  all  the  un¬ 
certainties  of  economic  prediction  and 
prescription,  a  decision  to  cuit  taxes  while 
inflation  is  still  galloping  would  be  a  bad 
gamble. 

One  reason  why  the  slowdown  in 
spending  and  output  has  not  yet  slowed 
down  inflation  is  the  common  expecta¬ 
tion  that  the  Government  will  not  stick 
to  its  anti-inflationary  policy.  Many 
businessmen  think  they  can  safely  raise 
prices  because  they  think  that  Govern¬ 
ment  deficits  and  easy  money  will  be 
pumping  the  economy  up  again  and  they 
will  be  able  to  sell  all  they  can  produce 
at  higher  prices.  In  the  first  half  of  this 
year  major  union  settlements  have  called 
on  the  average  for  annual  increases  of 
7  percent  in  compensation,  often  for  3 
years  to  come.  In  construction  the  in¬ 
creases  have  averaged  15  percent.  Why 
do  workers  think  they  can  demand  such 
increases  without  a  big  risk  of  unemploy¬ 
ment?  How  do  employers  expect  to  be 
able  to  pay  them?  It  is  simply  because 
they  think  that  inflation  is  going  to  con¬ 
tinue  at  a  rapid  rate. 

By  our  conduct  now  in  delaying  ac¬ 
tion  on  the  surcharge  we  are  feeding 
these  expectations  of  more  inflation.  We 
are  giving  substance  to  the  idea  that 
the  Government  cannot  be  counted  on 
to  take  timely  anti-inflationary  action. 
Every  day  that  passes  builds  more  in¬ 
flation  into  the  future  and  will  make 
later  control  of  inflation  more  difficult. 

The  Nation  is  actually  suffering  from 
an  epidemic,  and  its  name  is  inflation. 
It  cannot  be  controlled  by  quarantine, 
because  all  are  infected.  It  cannot  be 
cured  by  half  measures,  especially  half 
measures  which  ignore  the  facts  of  in¬ 
ternational  competition.  It  will  not  just 
go  away. 

What  is  the  extent  and  intensity  of 
this  epidemic?  To  equal  his  buying 
power  in  1939,  a  worker  must  earn  three 
times  as  much  in  1969.  Even  more  alarm¬ 
ing,  the  pace  of  inflation  is  accelerating. 
In  May  1969,  the  Consumer  Price  Index 
was  up  5.4  percent  over  1  year  ago.  In 
the  same  period,  beef  prices  had  risen 
9.2  percent,  homeownership  costs  were 
up  11  percent,  and  medical  care  services 
were  up  8.5  percent.  In  terms  of  the 
1957-59  dollar  the  May  1969  dollar  was 
worth  78.9  cents.  From  March,  1968  to 
March,  1969,  eggs  were  up  26  percent,  in¬ 
surance  and  financial  services  were  up 
11.6  percent,  and  mens  and  boys  clothing 
rose  7.2  percent.  The  American  housewife 
concerned  with  raising  her  family  may 
not  be  familiar  with  every  statistic,  but 
she  knows  what  life  is  like  at  the  grocery 
store  checkout  counter. 

Few  things  reveal  the  extent  of  the 
inflationary  disease  and  its  basic  causes 
more  vividly  than  our  declining  position 
in  international  trade.  As  inflation  has 
accelerated,  our  manufactured  goods 
have  become  less  and  less  competitive 
in  the  world  market.  Since  1958,  our  im¬ 
ports  of  manufactured  goods  have  quad¬ 
rupled  while  our  exports  have  only  dou¬ 
bled.  And  in  recent  years,  our  merchan¬ 
dise  trade  surplus  has  dwindled  from  over 


$7  billion  to  virtually  nothing.  Why? 
One  major  reason  for  this  disastrous 
decline  is  the  great  disparity  between 
our  labor  costs  and  those  in  competing 
countries. 

It  is  precisely  this  fact  of  world  trade 
competition  that  limits  our  options  on 
how  to  deal  with  inflation.  Our  global 
economy  will  no  longer  permit  us  to  ra¬ 
tionalize  away  inflationary  wage  and 
price  increases  as  an  internal  phenome¬ 
non  that  will  eventually  equalize  out. 

The  labor  rate  aspect  of  the  problem 
of  inflation  is  a  subject  which  is  under¬ 
standably  avoided  by  politicians  but 
which  now  requires  frank  discussion. 

Here  is  what  has  been  happening.  Ma¬ 
jor  labor  settlements  in  the  first  half  of 
1969  provided  a  median  wage  and  bene¬ 
fit  increase  of  7.1  percent  a  year.  As  I 
said  before,  the  median  increase  in  the 
construction  industry  alone  was  15  per¬ 
cent. 

A  close  look  at  construction  industry 
contracts  negotiated  thus  far  in  1969 
tells  the  story.  In  Buffalo  a  new  3-year 
contract  for  8,500  construction  workers 
resulted  in  a  $3.35  an  horn-  increase,  or 
15  to  16  percent  a  year  over  the  3-year 
contract.  Laborers  alone  were  up  18  per¬ 
cent  a  year. 

In  Philadelphia  10,000  carpenters  re¬ 
ceived  a  2-year  contract  calling  for  a 
$2.71  an  hour  increase,  or  21  percent 
a  year  over  the  2 -year  period. 

In  Dade  County,  Fla.,  1,800  laborers 
received  a  new  3 -year  contract  with  a 
$2.50  an  hour  increase,  or  19  percent  a 
year  over  the  3  years. 

In  Detroit  2,500  iron  workers  received 
a  1-year  contract  with  a  $1.40  an  hour 
increase,  or  20  percent  increase  over  the 
next  year. 

In  northern  Ohio  1,400  carpenters  just 
received  an  18-month  contract  with  an 
increase  of  $2.05  an  horn,  or  21  percent 
yearly  increase. 

These  statistics,  together  with  other 
cost  increases  in  land,  interest,  and  ma¬ 
terials,  throw  into  great  doubt  the  prob¬ 
ability  of  the  United  States  meeting  its 
housing  goals  over  the  next  decade. 

Labor  leaders  are  understandably  ne¬ 
gotiating  contracts  to  take  into  account 
future  expected  price  increases.  In  other 
contract  settlements  so  far  this  year,  in 
May,  Chicago  union  lithographers  gained 
a  wage  increase  amounting  to  20  to  34 
percent  over  a  2-year  period;  in  March 
1969,  union  demands  on  airlines  were 
settled  with  a  25.5  percent  wage  in¬ 
crease;  in  Buffalo,  a  recent  settlement 
with  the  electricians  union  included  a 
$3.40  hourly  raise,  which  will  bring  their 
wage-fringe  payments  to  nearly  $10  an 
hour  by  mid-1971.  Productivity  increases 
are  nowhere  near  these  levels. 

While  increases  of  this  kind  seem  most 
attractive  to  those  who  receive  them, 
they  should  ask  themselves,  as  we  all 
must  ask  ourselves,  what  such  settle¬ 
ments  are  doing  to  our  economy  in  gen¬ 
eral,  and  to  the  job  security  of  American 
working  men  in  particular.  Unit  labor 
costs  are  soaring,  with  May  1969  unit  la¬ 
bor  cost  for  manufacturing  being  the 
highest  on  record.  In  1968  the  increase 
in  hourly  compensation  outstripped  in¬ 
creases  in  productivity  by  more  than  4 
percent. 
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We  are  in  critical  times.  In  1970,  con¬ 
tracts  will  be  negotiated  for  close  to  6 
million  workers  in  major  industries.  Will 
any  reasonable  restraint  be  exercised? 
I  am  not.  encouraged.  The  railway  clerks 
have  announced  wage  demands  of  about 
$1.50  per  hour;  a  Teamster’s  union  in 
the  west  coast  soft  drink  industry  has 
demanded  a  “per  container  royalty” 
which  would  mean  an  estimated  $19,500 
per  year  per  employee. 

It  is  difficult  to  blame  the  leaders  and 
members  of  labor  unions  for  wanting 
more,  just  as  it  is  difficult  to  blame  busi¬ 
ness  leaders  for  passing  their  increased 
lamor  costs  on  to  their  customers,  when¬ 
ever  possible.  Yet,  sooner  rather  than 
later,  we  must  face  up  to  the  facts  that 
these  inflationary  wage  increases: 

Rob  us  all  of  purchasing  power; 

Pick  the  pockets  of  those  who  are  on 
fixed  incomes; 

Seriously  damage  our  position  in  com¬ 
petitive  world  markets;  and 

Undermine  the  job  security  of  Amer¬ 
ican  workers. 

How  should  we  deal  with  this  corro¬ 
sive  problem?  Wage  and  price  controls? 
I  sincerely  hope  not.  The  destruction  of 
free  collective  bargaining  and  the  end¬ 
ing  of  business  decisions  made  free  of 
government  coercion  would  be  a  bitter 
price  to  pay. 

We  are  all  aware  of  the  courageous 
and  constructive  steps  already  taken  or 
proposed  in  the  fiscal  and  monetary 
fields.  The  extension  of  the  surtax,  care¬ 
ful  control  of  the  money  supply,  and 
substantial  cuts  in  Federal  spending, 
among  other  measures,  are  essential  to 
success.  They  are  essential,  but  they  are 
not  enough.  In  the  completely  free  mar¬ 
ket  of  classical  economics  they  would 
probably  have  been  sufficient,  but  we 
now  live  in  a  different  world. 

It  seems  to  me  that  there  is  another 
dimension  to  the  problem,  an  intangible, 
a  human  dimension.  Recent  days  have 
seen  the  culmination  of  one  of  the  great 
enterprises  in  the  history  of  mankind. 
Surely  the  spirit  of  cooperation,  of  self- 
discipline,  of  restraint  and  devotion 
demonstrated  by  the  people  of  this  coun¬ 
try  in  putting  our  men  on  the  moon,  can 
and  should  be  applied  to  other  great 
challenges  facing  the  Nation. 

What  is  now  needed  in  the  struggle 
against  the  disease  of  inflation  is  an¬ 
other  national  commitment,  a  moral 
commitment,  if  you  like.  A  commitment 
by  labor  leaders  to  practice  restraint 
and  lead  their  members  responsibly;  a 
commitment  by  business  to  hold  prices  in 
line;  a  commitment  by  workers  to  pro¬ 
duce  more  and  earn  every  dollar  of  in¬ 
creased  wages,  and  a  commitment  by  the 
administration  and  Congress  to  do  every¬ 
thing  in  their  power  to  foster  produc¬ 
tivity,  equity,  stability,  and  hold  down 
the  cost  of  Government. 

The  top  bill  we  are  voting  on  today  will 
not  be  sufficient  to  do  the  job  of  fighting 
inflation  alone.  To  subdue  inflation  will 
require  what  has  been  called  a  spirit  of 
creative  collaboration  among  business, 
labor,  and  government.  We  dare  wait  no 
longer.  We  need  wait  no  lonegr.  We 
must  act  now. 

Mr.  President,  indications  I  have  from 
many,  many  businessmen  and  bankers 
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that  I  have  talked  with  in  recent  days 
leads  me  to  believe  that  inflation  is  as 
much  psychological  as  anything  else. 
This  is  why  it  is  very  important  that 
the  amendment  to  extend  the  surtax  for 
5  percent  from  January  1  to  June  30, 
1970  pass,  because  if  we  act  on  this  meas¬ 
ure  for  a  6 -month  period  only,  the  bank¬ 
ing  community,  the  business  community, 
labor,  and  the  consumer  may  not  take 
seriously  our  intention  to  stick  to  the 
difficult  and  demanding  course  we  have 
set  to  fight  inflation.  We  must  eliminate 
the  uncertainty  about  whether  this  tax 
will  die  at  the  end  of  the  year.  The  trend 
set  by  the  administration  to  fight  infla¬ 
tion  is  the  trend  we  should  keep  until 
the  battle  has  been  won. 

Mr.  President,  I  shall  ask  to  have 
printed  in  the  Record  a  series  of  tele¬ 
grams  I  have  received  today  from  some 
of  the  Nation’s  most  prominent  and 
respected  businessmen  and  from  promi¬ 
nent  bankers  throughout  the  State  of 
Illinois  Virtually  without  exception — 
every  one  of  these  deeply  concerned, 
knowledgeable  men  urge  that  the  surtax 
be  extended,  and  they  mean  for  a  full 
year — not  just  a  half  a  loaf,  but  a  full 
loaf.  It  would  stand  as  the  most  concrete 
indication  of  our  serious  intention  to 
meet  this  problem  of  inflation  headon 
which  is  doing  such  irreparable  damage 
to  farmers,  consumers,  businessmen, 
working  men,  retirees,  people  living  on 
fixed  incomes,  just  to  mention  a  few. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  to  have  printed  in  the  Record  the 
telegrams  to  which  I  have  referred. 

There  being  no  objection,  the  tele¬ 
grams  were  ordered  to  be  printed  in  the 
Record,  as  follows: 

New  York,  N.Y., 

July  31,  1969. 

Hon.  Charles  H.  Percy, 

U.S.  Senate, 

Washington,  D.C.: 

I  would  respectfully  urge  support  of  the 
President  In  his  request  for  extension  of  the 
surtax,  and  I  would  hope  for  the  full  year. 
Uncertainty  as  to  the  future  does  not  make 
for  stability  in  the  market  place.  The  fight 
against  inflation  has  yet  to  be  won,  and  with¬ 
out  the  surtax  may  well  be  lost.  Govern¬ 
ment  must  lead  this  fight  and  Congress  must 
give  it  the  tools  for  it  to  succeed.  High  re¬ 
gards. 

Lucius  D.  Clay. 


Senator  Charles  Percy  : 

It  is  my  deep  conviction  that  no  issue 
facing  the  nation  today  is  more  critical 
than  the  threat  of  further  inflation.  There¬ 
fore,  I  join  my  associate,  Arthur  Larkin, 
President  of  General  Foods,  in  urging  prompt 
Senate  action  to  extend  the  surtax  on  in¬ 
come.  The  danger  to  our  economic  strength 
which  is  implicit  in  today’s  attack  on  the 
value  of  the  dollar  is  real  and  present  and 
requires  every  reasonable  step  to  avert  it. 

Charles  G.  Mortimer, 
Chairman,  Executive  Committee,  Gen¬ 
eral  Foods  Corp. 


New  York,  N.Y., 

July  31,  1969. 

Senator  Charles  Percy, 

U.S.  Senate, 

Washington,  D.C.: 

In  my  Judgment,  the  immediate  passage 
of  the  surtax  is  important,  first,  to  reassure 
the  foreign  holders  of  our  short  term  debt 
that  we  are  resolved  to  maintain  the  sound¬ 
ness  of  our  currency  and  to  curb  inflation. 
Secondly,  to  reassure  the  market  and  those 
who  accumulate  capital  in  all  walks  of  life 


that  we  are  going  to  relieve  this  uncertainty 
in  our  fiscal  affairs  and  protect  our  dollar 
value.  Finally,  we  want  to  assure  our  busi¬ 
ness  and  labor  leaders  that  we  will  continue 
to  have  capital  accumulation  and  capital  ex¬ 
penditures  so  as  to  ensure  growth,  develop¬ 
ment  and  employment.  It  is  periods  of  un¬ 
certainty  which  cause  the  postponement  of 
development  programs  and  can  seriously  and 
adversely  affect  our  economic  growth. 

Best  regards, 

Robert  B.  Anderson. 


New  York,  N.Y., 

July  31,  1969. 

Hon.  Charles  H.  Percy, 

U.S.  Senate  Building 
Washington,  D.C.: 

Dear  Chuck:  Surtax  is  more  important  to 
the  country  and  its  economic  capability  for 
all  the  needs  so  plaguing  it  than  the  unfor¬ 
tunate  politics  now  in  its  way.  I  plead  for 
statesmanship  and  passage. 

Fred  R.  Kappel, 
International  Paper  Co. 


Cincinnati,  Ohio,  July  31, 1969. 
Hon.  Charles  H.  Percy, 

U.S.  Senate: 

Senate  Office  Building, 

Washington,  D.C.: 

In  reply  to  your  telegram  this  mes¬ 
sage  is  to  communicate  our  full  sup¬ 
port  for  the  extension  of  the  Federal  surtax. 
In  our  opinion  the  extension  is  essential  to 
the  economic  well-being  of  the  country.  It  is 
needed  to  help  curb  inflation  and  to  demon- 
starte  our  sense  of  fiscal  responsibility  to  the 
rest  of  the  world.  Unless  every  effort  is  made 
to  curtail  inflation,  we  forsee  serious  eco¬ 
nomic  consequences. 

Neil  McElroy, 

The  Procter  &  Games  Co. 


Akron,  Ohio, 

July  31, 1969. 

Senator  Charles  H.  Percy, 

Senate  Office  Building, 

Washington,  D.C. 

The  President/s  surtax  program  is  on  the 
right  track  in  fighting  inflation  and  the  best 
interests  of  business  labor  and  the  consumer 
will  be  served  by  acting  favorably  now.  In 
my  opinion  and  many  others  in  our  shop 
the  cycle  of  increased  wages  due  to  inflation 
and  its  accompanying  rising  prices  has  al¬ 
ready  reached  a  very  dangerous  point  ad¬ 
versely  affecting  the  future  well  being  of  all 
these  groups. 

E.  J.  Thomas, 

Goodyear  Tire  &  Rubber  Co. 


San  Francisco,  Calif., 

July  31,  1969. 

Hon.  Charles  H.  Percy, 

U.S.  Senate, 

Washington,  D.C. 

Dear  Chuck:  It  is  imperative  that  the 
surtax  be  extended  as  recommended  by  the 
President  unless  inflation  is  stopped.  Busi¬ 
ness,  labor  and  the  consumer  will  suffer  the 
serious  effects  of  a  recession.  I  urge  you  to 
give  full  support  to  passage  of  the  surtax 
measure. 

D.  J.  Russell, 

Chairman,  Southern  Pacific  Co. 


Toledo,  Ohio, 

July  31,  1969. 

Hon.  Charles  H.  Percy, 

U.S.  Senate,  Washington,  D.C.: 

Immediate  enactment  of  surtax  important 
to  protect  position  of  outstanding  billions  of 
dollars  abroad  and  even  more  urgent  to  leave 
inflationary  pressures  reflected  in  skyrocket¬ 
ing  wages  and  explosive  prices  as  well  as 
excessive  interest  rates  here  at  home.  Latter 
includes  cost  to  government  of  borrowed 
money.  Witness  110-year  record  rate  of  7.75 
percent  set  yesterday  on  refunding  notes. 
Continuing  uncertainty  bound  to  stem  from 
piecemeal  extension  of  surtax  and  this  dis¬ 
torts  timing  and  stabilization  of  business 


policies  and  plans.  Appreciate  your  forceful 
interest. 

Personal  regards, 

Harold  Boeschenstein, 

Owens  Corning  Fiberglas  Corp. 


New  Orleans,  La., 

July  31,  1969. 

Hon.  Charles  H.  Percy, 

U.S.  Senator, 

New  Senate  Building, 

Washington,  D.C.: 

Failure  to  enact  surtax  in  my  opinion  will : 
First,  simply  serve  to  further  increase  in¬ 
flation,  attest,  the  increase  steel  prices.  Sec¬ 
ond,  at  some  point  labor  must  become  more 
aware  of  the  problems  involved,  and  thirdly, 
consumer  price  index  would  indicate  that 
if  inflation  is  not  checked  we  will  hardly  be 
able  to  escape  recession.  Most  important,  the 
indecision  on  this  surtax  to  me  has  been  one 
of  the  contributing  factors  to  the  recent 
market  decline.  If  the  American  public  has 
a  bad  dose  of  medicine  to  take  I  believe  they 
would  rather  know  about  it. 

Best  regards, 

Alvin  H.  Howard, 

Weil  Labouisse  Friedrichs  &  Co. 


New  York,  N.Y., 

July  31,  1969. 

Hon.  Charles  H.  Percy, 

Senate  Office  Building, 

Washington,  D.C. 

I  take  the  liberty  of  urging  your  support 
of  the  re-enactment  of  the  surtax  coupled 
with  great  efforts  to  reduce  government  ex¬ 
penditures.  It  is  imperative  that  inflation 
which  is  doing  so  much  harm  to  all  the  peo¬ 
ple  of  this  country  be  checked.  Greater  taxes 
which  would  reduce  consumer  buying  power 
and  slow  up  business  expansion,  provided 
these  taxes  are  not  spent  by  the  Government 
but  used  to  create  a  surplus  in  the  Federal 
budget,  are  necessary  at  this  dangerous  time. 
My  company  and  I  personally  will  gladly  pay 
our  share  of  this  increased  tax  as  a  means 
of  correcting  something  that  is  damaging  our 
country  now  and  may  be  catastrophic  in  the 
future  unless  proper  steps  are  taken  to  cor¬ 
rect  the  situation.  With  great  respect, 
Langbourne  M.  Williams, 
Chairman,  Executive  Committee, 

Freeport  Sulfur  Co. 

San  Francisco,  Calif., 

July  31,  1969. 

Hon.  Charles  Percy, 

U.S.  Senate, 

Washington,  D.C.: 

In  response  to  your  request  for  views  on 
the  surtax,  am  convinced  that  an  extension 
is  of  urgent  importance  for  both  interna¬ 
tional  and  domestic  reasons. 

This  extension  certainly  should  be  no  less 
than  through  December  31  and  ideally  should 
continue  through  the  first  six  months  of 
1970.  I  accept  without  reservation  the  Pres¬ 
ident’s  statement  of  July  29  with  respect  to 
the  surtax  as  to  the  effects  of  inflation  on 
major  sectors  of  the  American  economy.  It 
is  my  firm  conviction  that  the  consequences 
of  continued  escalation  in  prices  would  be 
to  erode  the  international  financial  and 
political  position  of  the  United  States  to 
adversely  effect  all  major  sectors  of  the  Amer¬ 
ican  economy  and  to  greatly  intensify  those 
social  problems  with  which  both  government 
and  business  must  deal. 

Emmett  G.  Solomon, 
Chairman  of  the  Board,  Crocker  Citi¬ 
zens  National  Bank. 

Detroit,  Mich, 

July  31,  1969. 

Hon.  Charles  H.  Percy, 

Senate  Building , 

Washington,  D.C.: 

Doubts  concerning  continuation  of  the 
surtax  have  already  dangerously  reinforced 
popular  skepticism  as  to  the  governments 
resolution  to  press  the  fight  on  price  infla- 
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tion  to  a  finish.  Inflationary  actions  based  on 
these  doubts  aggravate  incalculably  the  diffi¬ 
culty  of  that  goal.  Also  every  added  dollar  of 
Treasury  deficit  from  lower  tax  revenues  re¬ 
quired  a  dollar  of  inflationary  deficit  financ¬ 
ing.  I  urge  an  end  to  this  damaging  uncer¬ 
tainty  by  prompt  action  in  continuing  the 
surtax.  We  know  from  experiences  elsewhere 
that  price  inflation  is  worse  than  any  known 
alternatives. 

Boland  A.  Mewhort, 
President,  Manufacturers  National  Bank 
of  Detroit. 

Washington,  D.C., 

July  31,  1969. 

Hon.  Charles  H.  Percy, 

U.S.  Senate, 

Washington,  D.C.: 

Urge  utmost  effort  to  secure  immediate  ex¬ 
tension  of  surtax  to  help  curb  the  present 
rate  of  inflation  which  is  causing  rapidly  ris¬ 
ing  consumer  prices,  excessive  interest  rates 
and  damaging  wage  increases.  Uncertainty 
over  surtax  compounds  these  problems,  ren¬ 
ders  business  planning  difficult  and  further 
contributes  to  a  confused  economic  situation. 
I  cannot  overemphasize  how  important  this 
is  to  industry. 

Birny  Mason,  Jr., 

Chairman  of  the  Board,  Union  Carbide 
Corp. 


St.  Paul,  Minn., 

July  31,  1969. 

Senator  Charles  H.  Percy, 

U.S.  Senate  Office  Building, 

Washington,  D.C.: 

It  is  my  hope  that  the  U.S.  Senate  will 
immediately  enact  extension  of  the  surtax, 
preferably  at  the  present  rate  of  10  percent 
with  reduction  to  5  percent  Jan.  1,  1970, 
followed  by  expiration  June  30,  1970,  with 
fiscal  and  monetary  restraints  beginning  to 
show  effect  in  the  efforts  to  control  inflation, 
continuing  the  surtax  is  imperative.  Soaring 
interest  rates,  prices,  wages,  and  the  rising 
cost  of  living  continue  to  threaten  our  Na¬ 
tion’s  economic  position  and  the  well-being 
of  all  our  people.  I  respectfully  request  that 
you  and  your  colleagues  give  your  full  sup¬ 
port  to  extension  of  the  surtax  because  of  its 
prime  importance  in  bringing  inflationary 
pressures  under  control. 

Bert  S.  Cross, 

Chairman  of  the  Board  and  Chief  Execu¬ 
tive  Officer. 


New  York, 

July  31, 1969. 

Hon.  Charles  H.  Percy, 

New  Senate  Office  Building, 

Washington,  D.C.: 

The  continued  strength  of  inflationary 
pressures,  despite  the  strong  fiscal  and 
monetary  measures  which  have  been  in  ef¬ 
fect  for  a  number  of  months,  points  to  the 
urgent  need  for  immediate  action  to  extend 
the  surcharge.  Such  action  will  allow  further 
time  in  which  the  corrective  forces  working 
on  the  economy  may  have  their  results  and 
will  also  demonstrate  internationally  that 
we  intend  to  maintain  the  strength  of  our 
economy  and  our  currency.  The  proposed 
program  of  progressive  reduction  in  the  sur¬ 
charge  will  also  require  increased  restraint 
in  Federal  expenditures.  I  therefore  hope 
that  the  Senate  can  complete  action  on  the 
House-approved  bill  immediately.  I  fully 
agree  that  tax  reform  should  be  given  a 
very  high  priority,  but  I  strongly  urge  that 
major  tax  legislation  should  only  be  enacted 
by  Congress  after  further  careful  analysis. 

M.  L.  Haider, 

Standard  Oil  Co.  of  New  Jersey. 

July  31,  1969. 

Senator  Charles  H.  Percy, 

U.S.  Senate, 

Washington,  D.C.: 

Those  of  us  who  have  long  advocated  the 
extension  of  the  surtax  and  believe  strongly 


the  surtax  is  a  necessary  measure  against  in¬ 
flation  and  essential  to  the  well  being  of  the 
Nation  are  encouraged  by  reported  agree¬ 
ment  in  the  Senate  to  extend  surtax  at  10 
percent  for  six  months.  We  also  strongly 
urge  a  second  six  month  extension  at  the 
tapering  off  rate  of  5  percent. 

Morgan  Transfer  Co. 


Sarasota,  Fla., 

July  31,  1969. 

Senator  Charles  H.  Percy, 

Washington,  D.C.: 

Immediate  enactment  of  surtax  is  abso¬ 
lutely  vital  to  sound  fiscal  and  economic  pol¬ 
icy. 

Frederick  H.  Mueller, 
Former  Secretary  of  Commerce. 


St.  Louis,  Mo., 

July  31,  1969. 

Hon.  Charles  H.  Percy 
Senate  Office  Building 
Washington,  D.C.: 

Extension  of  the  surtax  is  vital  as  one  of 
the  tools  to  help  cool  our  inflationary  econ¬ 
omy.  Our  deteriorating  position  in  balance 
of  trade  is  going  to  accelerate  and  put  fur¬ 
ther  pressure  on  balance  of  payments  as  we 
are  slowly  pricing  ourselves  out  of  world  mar¬ 
kets  as  the  rate  of  inflation  is  not  being 
offset  by  productivity  or  technological  im¬ 
provement. 

Charles  H.  Sommer, 

Monsanto  Co. 

Greensboro,  N.C., 

July  31, 1969. 

Hon.  Charles  Percy: 

Strongly  urge  and  support  extension  of 
surtax  for  the  six  months  period.  Many  un¬ 
knowns  fiscally  both  here  and  in  interna¬ 
tional  money  markets.  Highly  desirable  in  my 
opinion  to  show  this  fiscal  responsibility. 

Charles  F.  Myers,  Jr., 
Chairman,  Burlington  Industries  Inc. 

July  31,  1969. 

Urge  members  of  U.S.  Senate,  place  na¬ 
tional  interests  above  partisan  considerations 
and  extend  10%  surtax  through  December 
31,  1969  and  continue  surtax  at  5%  level 
for  6  months  following  January  1,  1970. 

Charles  P.  McCormick, 
Chairman  of  the  Board,  McCormick  Ink 
&  Company,  Inc.,  Baltimore,  Md. 

Richmond,  Va.,  July  31,  1969. 
Hon.  Charles  H.  Percy, 

U.S.  Senate, 

Washington,  D.C.: 

I  sincerely  hope  that  you  can  support  the 
currently  proposed  six  month  extension  of 
the  surtax  because  I  believe  that  some  action 
1st  his  area  is  needed  now  to  fight  inflation. 
At  the  same  time  I  urge  you  to  strongly  re¬ 
sist  coupling  the  surtax  extension  with  the 
repeal  of  the  investment  credit  which  is  as 
necessary  to  keep  United  States  business 
competitive  in  world  markets  as  halting  in¬ 
flation. 

Richard  S.  Reynolds,  Jr., 
Chairman  of  the  Board,  Reynolds  Metals 
Co. 


Worcester,  Mass., 

July  31,  1969. 

Hon.  Charles  H.  Percy, 

U.S.  Senate, 

Washington,  D  C.: 

Urge  immediate  enactment  of  surtax  with 
reduction  next  year.  This  is  the  major 
method  Congress  has  in  halting  inflation. 

Milton  P.  Higgins, 

Chairman,  Board  of  Directors,  Norton  Co. 

Boston,  Mass., 

July  31,  1969. 

Hon.  Charles  H.  Percy, 

U.S.  Senate, 

Washington,  D.C.: 

I  earnestly  urge  continuation  of  the  Fed¬ 
eral  surtax  for  as  long  as  Vietnam  war  con- 
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tinues  and  significant  minorities  question 
our  national  resolve  to  tackle  threatening 
domestic  problems. 

Louis  W.  Cabot, 

Chairman  of  the  Board,  Cabot  Corp. 


Cleveland,  Ohio, 

July  31,  1969. 

Hon.  Charles  Percy, 

U.S.  Senate, 

Washington,  D.C.: 

Inflation  is  the  real  danger  in  this  country 
affecting  all  business,  labor  and  the  con¬ 
sumer.  Immediate  reinactment  of  the  surtax 
is  the  most  important  contribution  Congress 
could  make  to  the  country’s  welfare. 

George  H.  Love, 

Hanna  &  Co. 


Cincinnati,  Ohio,  July  31,  1969. 
Hon.  Charles  H.  Percy, 

U.S.  Senate, 

Washington,  D.C.: 

We  urge  the  prompt  extension  of  the  sur¬ 
tax  as  an  essential  notice  to  the  nation  that 
America  means  to  halt  the  inflationary  spiral 
that  is  presently  eroding  the  consumers  pur¬ 
chasing  power.  We  believe  the  enactment  of 
the  surtax  to  be  probably  the  most  important 
step  in  the  stabilization  of  prices,  labor,  and 
costs.  In  our  judgment  extension  of  the  sur¬ 
tax  coupled  with  Federal  frugality  will  do  a 
lot  to  put  our  fiscal  house  in  order. 

Ralph  Lazarus, 

Chairman,  Federated  Department  Stores. 

Fred  Lazarus,  Jr., 
Chairman,  Executive  Committee,  Fed¬ 
erated  Department  Stores,  Inc. 


Cleveland,  Ohio, 

July  31,  1969. 

Hon.  Charles  H.  Percy, 

U.S.  Senate  Office  Building, 

Washington,  D.C.: 

Congress  will  do  irreparable  damage  to  the 
economy  if  It  fails  to  extend  the  surtax  for 
12  calendar  months  as  requested  by  President 
Nixon.  Inflation  must  be  slowed  to  keep 
American  industry  competitive  in  worldwide 
competition. 

Loss  of  this  position  will  cause  high  un¬ 
employment  and  great  damage  to  the  con¬ 
sumer.  I  urge  immediate  enactment  of  the 
surtax  to  avoid  these  consequences. 
Sincerely, 

G.  W.  Humphrey, 

Chairman  of  the  Board,  the  Hanna 
Mining  Co. 


The  Lane  Co.,  Inc., 

Alta  Vista,  Va.,  July  31, 1969. 
Hon.  Charles  H.  Percy, 

U.S.  Senator, 

Washington,  D.C.: 

While  I  don’t  like  to  pay  taxes  any  better 
than  any  one  else,  I  think  reducing  our  in¬ 
flation  to  produce  a  sound  dollar  is  one  of  the 
most  important  things  we  can  do.  Therefore, 
I  am  for  renewing  the  surtax  as  per  the  Presi¬ 
dent’s  recommendation. 

E.  H.  Lane, 

Chairman. 


Fairchild  Printing  Service,  Inc., 

Bensenville,  III.,  July  30,  1969. 
Hon.  Charles  H.  Percy, 

Senate  Building,  Washington,  D.C.: 

Tight  money  has  caused  sharp  drop  in 
orders.  The  surtax  will  not  curb  inflation. 
With  union  wage  demands  even  higher,  try 
for  compromise  at  five  percent. 

Mr.  Burton  Fairchild. 

Montana  Power  Co., 

Butte,  Mont.,  July  31, 1969. 
Hon.  Charles  H.  Percy, 

U.S.  Senator, 

Washington,  D.C.: 

I  believe  that  inflation  is  our  Nation’s  most 
serious  domestic  problem,  but  that  very  im¬ 
portant  progress  now  is  being  made  to  halt 
its  erosive  effects.  Failure  to  extend  the  sur- 
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tax  would  nullify  the  progress  being  made, 
would  stimulate  inflation,  would  adversely 
affect  the  cost  of  living,  the  building  of  new 
houses  and  the  ability  of  the  consumers  of 
America  to  buy  what  they  require.  I  urge  you 
to  favor  the  continuation  of  the  surtax. 

John  E.  Corette, 

Chairman. 


Cincinnati,  Ohio, 

July  31,  1969. 

Senator  Charles  H.  Percy, 

Senate  Office  Building, 

Washington,  D.C.: 

Immediate  enactment  of  surtax  necessary 
to  help  stop  inflation  which  is  the  major 
problem  facing  the  Nation  today.  Labor,  busi¬ 
ness,  consumers,  and  Government  all  are 
being  damaged  seriously  by  rapidly  increas¬ 
ing  prices.  Recommend  immediate  passage  of 
the  President’s  bill. 

Joseph  B.  Hall. 


Sencore,  Inc., 
Addison,  III.,  July  30, 1969. 
Hon.  Charles  Percy, 

Senate  Office  Building, 

Washington,  D.C.: 

Tight  money  has  caused  new  booked  orders 
to  drop  drastically  for  past  month.  I  fear 
over  correction  of  economy  and  concern  that 
surtax  will  not  curb  inflation  as  long  as 
union  leaders  get  settlements  they  are  now 
getting.  Strongly  suggest  not  reinstating  sur¬ 
tax  or  to  compromise  at  5  percent  level. 

Herb  Bowden, 

President. 


General  Foods  Corp., 

July  31,  1969. 

Senator  Charles  Percy, 

New  Senate  Office  Building, 

Washington,  D.C.: 

On  behalf  of  management  of  General  Foods 
Corporation  I  wish  to  advise  you  of  our  con¬ 
tinuing  conviction  that  extension  of  the  in¬ 
come  surtax  is  in  the  best  economic  interest 
of  the  whole  Nation.  Despite  added  burden 
that  surtax  implies  for  our  corporation  and 
for  all  of  us  as  individuals,  we  agree  with 
President  Nixon  that  enactment  is  impera¬ 
tive  to  prevent  still  higher  living  costs  and 
further  erosion  of  the  dollar.  We  are  particu¬ 
larly  sensitive  to  rising  cost  of  living  because 
of  our  direct  interest  in  food  prices  and  we 
believe  that  all  reasonable  steps  must  be 
taken  to  ease  inflationary  pressures.  Conse¬ 
quently  we  hope  the  Congress  will  act 
promptly  and  decisively  on  this  crucial  issue. 

Arthur  E.  Larkin,  Jr., 

President. 


Continental  Illinois 
National  Bank  &  Trust  Co., 

Chicago,  III.,  July  31, 1969. 
Hon.  Charles  H.  Percy, 

Senate  Office  Building, 

Washington,  D.C.: 

We  believe  that  the  need  for  immediate 
enactment  of  the  surtax  extension  is  impera¬ 
tive  to  curb  inflation  and  assure  the  stability 
of  the  dollar.  Prompt  congressional  action 
will  serve  to  dissipate  the  inflationary  ex¬ 
pectations  which  are  prevalent  in  the  minds 
of  many  members  of  the  business  commun¬ 
ity  and  the  consuming  public. 

Donald  M.  Graham, 

Chairman. 


Central  National  Bank 

op  Chicago, 

Chicago,  III.,  July  31, 1969. 
Hon.  Charles  H.  Percy, 

Senate  Office  Building, 

Washington,  D.C.: 

Respectfully  urge  upon  you  and  all  Mem¬ 
bers  of  the  Congress  enactment  of  the  sur¬ 
tax  extension  today.  The  need  to  curb  in¬ 
flation  as  the  number  one  order  of  domestic 
business  seems  too  clear  to  require  further 
comment.  Without  it,  no  effort  to  protect 
the  working  man  in  the  value  of  his  labor, 


or  the  consumer  in  the  solvency  of  his  house¬ 
hold  can  succeed.  The  surtax  is  clearly  the 
cornerstone  of  both  economic  and  psycho¬ 
logical  evidence  that  this  vital  job  will  be 
done.  I  am  firmly  convinced  that  failure  to 
extend  it  today  will  be  universally  taken  as  a 
clear  signal  that  runaway  inflation  will  con¬ 
tinue  to  be  our  way  of  life  and  will  lead  to 
an  uncontrollable  suge  to  anticipatory  in¬ 
flation  throughout  the  economy.  This  is  the 
time  to  say  we  mean  it,  and  surtax  extension 
is  the  way  of  saying  it. 

Robert  1.  Logan, 

President. 


National  Security  Bank, 
Chicago,  III.,  July  31,  1969. 
Hon.  Charles  Percy, 

U.S.  Senate, 

Washington,  D.C.:> 

I  am  strongly  in  favor  of  the  extention  of 
the  surtax  and  agree  with  the  President’s 
statement  with  respect  to  the  importance  of 
this  action  as  it  effect  the  general  economy 
of  this  country. 

Harry  F.  Pavis. 

Mid  City  National  Bank, 

Chicago,  III.,  July  31,  1969. 
Hon.  Charles  H,  Percy, 

U.S.  Senate, 

Washington,  D.C.: 

For  sound  economic  and  military  policy 
essential  to  pass  appropriation  for  ABM  ex¬ 
tend  surtax  for  12  months. 

E.  M.  Bakwin, 

President. 


City  National  Bank  of  Kankakee, 

Kankakee,  111.,  July  31, 1969. 
Senator  Charles  Percy, 

U.S.  Senate, 

Washington,  D.C.: 

Trust  that  you  and  your  colleagues  will 
vote  for  surtax  extension  today.  Seems  to 
us  that  Government  can  show  that  it  is 
exercising  fiscal  responsibility  to  our  citizens 
as  well  as  the  world  by  passage.  Almost  to  a 
man  our  customers  complain  about  our  in¬ 
flationary  economy.  My  personal  opinion  is 
that  failure  to  extend  surtax  will  aggravate 
an  already  bad  situation. 

Don  R.  Frank, 

President. 


The  Northern  Trust  Co.,  Chicago, 

Chicago,  III.,  July  31, 1969. 
Hon.  Charles  H.  Percy, 

U.S.  Senator, 

Washington,  D.C. 

Dear  Senator  Percy:  We  urge  you  to  press 
for  extension  of  the  ten  percent  surtax.  Con¬ 
tinuation  of  this  legislation  is  essential  if 
administration  efforts  to  contain  inflation  are 
to  be  effective.  We  consider  the  danger  of  un¬ 
controlled  inflation  the  most  critical  problem 
facing  business  and  labor. 

Sincerely, 

Edward  Byron  Smith, 
Chairman  of  the  Board. 


City  National  Bank., 
Metropolis,  III.,  July  31, 1969. 
Senator  Charles  H.  Percy, 

Senate  Building, 

Washington,  D.C.: 

Our  present  inflationary  trend  must  be 
permanently  halted  monetery  restraint  is 
not  enough  and  at  present  levels  is  too  severe 
on  many  sectors  of  our  economy. 

Fiscal  policy  must  continue  to  be  such 
to  show  dramatically  and  internationally  for 
determined  efforts  to  get  our  economy  house 
in  order. 

Continued  inflation  in  U.S.  has  grave  fi¬ 
nancial  and  economic  consequences  world 
wide. 

Surtax  would  be  continued  to  re-assure 
our  economic  allies  abroad  of  our  desire  to 
combat  inflation  and  to  reestablish  interna¬ 
tional  monetery  stability. 


We  certainly  should  move  as  quickly  as 
possible  towards  tax  reforms  but  for  the 
sake  of  our  economy  sur-tax  extension  can¬ 
not  wait. 

Opinion  of  banker  of  50  years  experience. 

Lyndell  W.  Stuggis, 

President. 


State  National  Bank, 
Evanston,  111.,  July  31, 1969. 
Hon.  Charles  H.  Percy, 

U.S.  Senate, 

Washington,  D.C.: 

Immediate  extension  of  the  surtax  is  nec¬ 
essary  to  combat  inflation.  Lack  of  fiscal  Ir¬ 
responsibility  caused  our  present  problems. 
Please  show  some  fortitude  now. 

Robert  Humphrey, 

President. 


First  Arlington  National  Bank, 
Arlington  Heights,  III.,  July  31,  1969. 
Senator  Charles  A.  Percy, 

Senate  Office  Building, 

Washington,  D.C.: 

Failure  to  pass  surtax  at  this  juncture 
would  be  interpreted  by  business  community 
as  retreat  from  administration  position.  In 
fight  on  inflation  price  increases  not  yet 
slowed  much  less  arrested.  Tight  money 
makes  no  appreciable  dent  in  demand  for 
money  to  expend.  Consider  surtax  passage 
crucial. 

Douglas  W.  Dodds. 

Springfield  Marine  Bank, 
Springfield,  III.,  July  31,  1969. 
Senator  Charles  H.  Percy, 

Senate  Office  Building, 

Washington,  D.C.: 

Tremendously  important  to  enact  surtax. 
If  the  current  acceleration  of  inflation  at 
better  than  a  4%  rate  is  not  checked,  busi¬ 
ness,  labor,  farmers  and  the  consumer  will 
suffer.  Without  a  strong  fiscal  and  monetary 
stand,  it  seems  to  me,  the  only  answer  will 
be  enactment  of  stringent  credit,  wage  and 
price  controls. 

Sincerely, 

Willard  Bunn,  Jr., 

President. 

Downers  Grove  National  Bank, 
Downers  Grove,  III.,  July  31,  1969. 
Senator  Charles  H.  Percy, 

Senate  Office  Building, 

Washington,  D.C.: 

We  strongly  urge  immediate  passage  of 
bill  to  continue  the  surtax.  At  last  we  are 
making  an  honest  effort  to  cure  the  economic 
disease,  don’t  stop  the  medicine  at  the  first 
sign  of  recovery.  Let’s  go  for  the  total  end  of 
deficient  spending  and  reduction  of  debt. 
We  concur  complete  with  President  Nixon’s 
statement  of  yesterday  on  this  subject. 

William  Westrup, 

President. 


National  Boulevard  Bank  of  Chicago, 

Chicago,  III.,  July  31,  1969. 
Hon.  Charles  H.  Percy, 

U.S.  Senate, 

Washington,  D.C.: 

Strongly  endorse  continuance  of  surtax  as 
requested  by  President.  Tax  urgently  needed 
to  stabilize  money  markets  and  in  battle  to 
control  inflation  so  damaging  to  consumers, 
labor,  and  business. 

H.  W.  Wanders, 

President. 


State  Bank, 

Glenview.  III.,  July  31,  1969. 
Hon.  Charles  H.  Percy, 

Senate  Office  Building, 

Washington,  D.C. 

Dear  Mr.  Percy:  Urge  that  the  Senate  ex¬ 
tend  the  surtax  immediately  in  order  to  re¬ 
tard  inflation  which  is  a  threat  to  all  con¬ 
sumers  and  eventually  will  bring  about  a 
precipitus  decline  in  business. 

John  H.  Eeauliea, 
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First  Trust  &  Saving  Bank, 
Taylorville,  III.,  July  31,  1969. 
Hon.  Charles  H.  Percy, 

U.S.  Senator, 

Washington D.G.: 

Continuance  of  surtax  mandatory  to  help 
curb  devastating  inflation.  Erosion  of  the 
dollar  penalizes  fanner,  small  business  man 
and  ultimately  labor.  Consumers  especially 
retired  on  fixed  income  seriously  injured. 
Surtax  must  be  coupled  with  fiscal  responsi¬ 
bility  and  cutback  in  Government  spending 
or  surtax  may  have  negative  effect. 

W.  B.  Larsen, 

President. 

The  First  National  Bank  of  Peoria, 

Peoria,  III.,  July  31,  1969. 
Hon.  Charles  H.  Percy, 

Senate  Office  Building, 

Washington,  D.C.: 

We  urge  you  to  vigorously  support  exten¬ 
sion  of  the  surtax  as  recommended  by  the 
administration.  Inflation  is  our  country’s 
greatest  enemy  and  it  is  about  to  overwhelm 
our  economy  with  disastrous  impact  to  busi¬ 
ness,  labor,  farmers  and  the  consumer.  Fail¬ 
ure  to  support  the  surtax  extension  would 
he  unwitting  sabotage  to  what  should  be 
an  all  out  national  cause. 

James  L.  Johnson, 

President. 

Chicago,  III.,  July  13, 1969. 
Hon.  Charles  H.  Percy, 

Senate  Office  Building, 

Washington,  D.C.: 

The  need  to  control  inflation  through 
sound  monetary  and  fiscal  policies  is  a  mat¬ 
ter  of  top  national  priority.  Monetary  con¬ 
trols  through  the  banking  system  cannot 
do  the  job  alone.  The  immediate  enactment 
and  continuance  of  the  10%  surtax,  along 
with  control  and  reduction  of  Government 
expenditures,  will  prevent  the  continued  in¬ 
creased  cost  of  living  and  restore  confidence 
in  the  dollar.  We  urge  your  support  of  sound 
Government  fiscal  policies. 

Lasaple  National  Bank. 

Edgemont  Bank  &  Trust  Co., 

Belleville,  III.,  July  31, 1969. 
Senator  Chas.  Percy, 

Senate  Office  Building, 

Washington,  D.C.: 

I  favor  extension  of  surtax.  If  this  is  not 
done  I  am  fearful  of  the  inflationary  re¬ 
sults. 

Chas.  L.  Daily, 

President. 

Alton  Banking  &  Trust  Co., 

Alton,  III.,  July  31, 1969. 
Hon.  Charles  Percy, 

U.S.  Senate  Building,  Washington,  D.C. : 

Inflation  is  the  number  one  enemy  of 
this  country  and  the  enactment  of  the  sur¬ 
tax  is  vital  to  the  well  being  and  security 
of  every  American.  Preservation  of  the  pur¬ 
chasing  power  of  the  dollar  at  or  near  present 
level  must  be  maintained.  Savings  of  mil¬ 
lions  of  our  countrymen  are  at  stake.  Please 
do  all  you  can  to  stop  dead  in  its  tracks 
this  insidious  monster  (inflation)  bent  on 
destroying  all  that  the  people  of  this  country 
have  worked  and  struggled  to  achieve. 

Lawrence  Keller, 

President . 


First  Granite  City  National  Bank, 

Granite  City,  III,,  July  30, 1969. 
Senator  Charles  H.  Percy, 

Senate  Office  Building,  Washington,  D.C. : 

It  is  not  possible  to  overstress  the  im¬ 
portance  of  extending  the  10  percent  surtax 
along  the  lines  requested  by  President  Nixon. 
Failure  of  Congress  to  do  this  would  with¬ 
out  question  result  in  an  inflationary  up¬ 
surge  which  could  be  fatal  to  our  economy.  I 
strongly  endorse  an  intelligent  approach  to 
tax  reform  but  this  cannot  be  on  a  crash 


basis.  I  am  convinced  that  the  Nixon  ad¬ 
ministration  is  firmly  committed  to  tax  re¬ 
form  and  will  do  everything  in  its  power 
to  assist  in  the  passage  of  an  equitable  bill. 
Please  urge  your  associates  in  the  Senate 
to  “stop  playing  politics  with  the  life  sav¬ 
ings  of  the  people  they  represent.” 

Paul  H.  Lichtenberger, 

President. 

Spring  Valley  City  Bank, 

Spring  Valley,  III.,  July  31, 1969. 
Senator  Charles  H.  Percy, 

Washington,  D.C.: 

Imperative  that  Congress  pass  extension 
of  the  surtax  in  order  to  sustain  the  fight 
against  inflation. 

R.  J.  Luther, 

Vice  President. 


Canton  State  Bank, 
Canton,  111.,  July  31,  1969. 
Senator  Charles  Percy, 

Senate  Office  Building, 

Washington,  D.C.: 

We  urge  the  enactment  of  the  surtax 
immediately. 


C.  C.  Mason, 

President. 


Elmhurst  National  Bank, 
Elmhurst,  III.,  July  31, 1969. 
Senator  Charles  H.  Percy, 

U.S.  Senate, 

Washington,  D.C.: 

Urgently  request  immediate  enactment  of 
surtax  extension  the  curse  of  inflation  is 
almost  unbearable  to  all  segments  of  the 
economy. 

Donald  M.  Carlson, 

President. 

State  Bank  of  Freeport, 

July  31,  1969. 

Senator  Charles  H.  Percy, 

U.S.  Senate,  Washington,  D.C.: 

An  immediate  enactment  of  the  surtax  is 
most  important  now  to  lessen  the  chance  of 
further  inflation.  Our  momentum  of  infla¬ 
tion  is  now  reaching  alarming  proportions 
and  must  be  slowed  to  avoid  disaster  later. 
The  only  real  serious  attempt  to  cut  infla¬ 
tion  however  will  be  governments  leadership 
in  cutting  their  own  expenditures. 

Everett  L.  Wright, 

President. 


Exchange  National  Bank  of  Chicago, 

July  31,1969. 

Continuation  of  the  surtax  imperative.  In¬ 
flation  has  reached  record-breaking  propor¬ 
tions  and  monetary  policy  alone  simply  can¬ 
not  do  the  job  necessary  to  reverse  it.  Sky 
high  interest  rates  and  tight  credit  are  badly 
hurting  small  businesses,  housing,  and  state 
and  municipal  improvements,  but  the  im¬ 
balances  they  cause  are  damaging  to  the 
entire  nation.  Failure  to  extend  surcharge 
would  make  such  distortion  even  worse. 

Samuel  William  Sax, 

President. 


First  National  Bank, 
Centralia,  111.,  July  31,  1969. 
Senator  Charles  H.  Percy, 

Senate  Office  Building, 

Washington,  D.C.: 

Out  of  town  yesterday,  hope  statement 
still  useful.  Strongly  urge  Senate  approve 
immediate  enactment  of  surtax  as  recom¬ 
mended  by  President.  Agree  with  Represen¬ 
tative  Hale  Boggs  that  Democratic  leader¬ 
ship  of  the  Senate  should  not  play  a  game 
of  brinkmanship  with  this  crucial  fiscal 
measure.  Business,  labor,  farmers  and  con¬ 
sumers  can  ill  afford  continuation  of  infla¬ 
tion  at  present  rate.  Enactment  of  surtax  will 
help  slow  down  present  inflationary  spiral. 

Ben  Ober, 

President. 


July  31,  1969 

Southside  Trust  &  Savings  Bank, 

Peoria,  III.,  July  30,  1969. 
Senator  Charles  H.  Percy, 

U.S.  Senate, 

Washington,  D.C.: 

Continued  inflation  will  cause  our  areas 
largest  employer  to  lose  sales  in  the  inter¬ 
national  market  thus  causing  wide  spread 
economic  hardships  in  Peoria.  The  farmers 
are  already  hurt  by  this  inflation.  A  great 
majority  of  our  senior  citizens  have  had  to 
lower  their  standard  of  living  because  of 
inflation.  The  continuation  of  the  surtax  is 
a  must  and  I  hope  you  will  do  everything 
in  your  power  to  see  that  it  does  continue. 

Very  sincerely, 

William  R.  Ward, 

President. 

Commercial  National  Bank, 

Peoria,  III.,  July  30, 1969. 
Senator  Charles  H.  Percy, 

U.S.  Senate, 

Washington,  D.C. 

Dear  Chuck:  Letting  surtax  die  would  be 
an  act  of  political  delinquency,  a  substitu¬ 
tion  of  narrow  partisanship  for  statesman¬ 
ship.  Inflationary  psychology  is  still  rampant 
in  downstate  Illinois.  People  don’t  believe 
the  government  means  it.  Consequences  of 
overbraking  are  real  but  not  nearly  as  dis¬ 
astrous  as  releasing  brakes  too  soon.  Small 
business  men  including  farmers  already  are 
pressed,  cannot  pass  inflationary  costs  on, 
increasing  the  probabilities  of  failure.  Re¬ 
tired  people  and  public  employees  are  being 
seriously  victimized  by  inflation.  Strongly 
urge  support  of  President  Nixon’s  plan  for 
extension  of  the  surtax. 

David  E.  Connor, 

President. 

Millikin  National  Bank, 

Decatur,  III.,  July  30,  1969. 
Hon.  Charles  H.  Percy, 

US.  Senate  Office  Building, 

Washington,  D.C. 

Dear  Mr.  Percy:  An  urrgent  line  to  en¬ 
courage  your  support  of  continuing  the  in¬ 
come  surtax.  Our  over-stimulated,  over¬ 
inflated  economy  is  starting  to  show  early 
signs  that  the  tax  and  other  measures  are 
starting  to  be  effective.  Consider  this  tax 
imperative  to  assist  in  the  staunching  of  the 
inflationary  trends  in  the  economy. 

Respectfully, 

Ray  G.  Livasy, 

President. 

St.  Clair  National  Bank, 
Belleville,  III.,  July  30,  1969. 
Senator  Charles  H.  Percy, 

Senate  Office  Building, 

Washington,  D.C. 

Dear  Senator  Percy:  We  strongly  wish  your 
support  for  immediate  extension  of  the  sur¬ 
tax  as  proposed  by  President  Nixon  as  im¬ 
perative  to  the  stability  of  the  economy  and 
the  exercise  of  fiscal  responsibility.  To  allow 
this  measure  to  expire  would  have  serious 
effects  on  all  phases  of  the  economy  and 
would  further  worsen  an  already  tense  situ¬ 
ation  as  to  business,  labor,  farming,  and  con¬ 
sumers.  Also  enactment  at  once  would  cer¬ 
tainly  further  international  understanding  of 
financial  developments  of  United  States  and 
Western  Europe.  It  will  assist  in  restraining 
inflation  in  the  United  States  and  restoring 
equilibrium  in  balance  of  payments. 

Harold  Knollhoff, 

President. 

Granite  City  Trust  &  Savings  Bank, 

Granite  City,  III.,  July  30,  1969. 
Senator  Charles  H.  Percy, 

Senate  Office  Building, 

Washington,  D.C. 

We  urge  immediate  enactment  of  the  sur¬ 
tax. 

Every  facility  of  our  economy  is  dependent 
upon  retardation  of  inflation.  Our  industrial 
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community,  including  labor,  business  and 
farmers,  are  all  adversely  affected  and  it  is 
high  time  thajt  we  recognize  the  imperative 
necessity  to  put  an  end  to  inflation. 

This  is  a  fight  that  we  must  win  for  the 
good  of  all. 

Sincerely, 

Ernest  A.  Karandjeff, 

President. 

Elliott  State  Bank, 
Jacksonville,  III.,  July  30,  1969. 
Hon.  Charles  H.  Percy, 

U.S.  Senator, 

Washington,  D.C.: 

We  urge  immediate  enactment  of  the  sur¬ 
tax;  agree  wholeheartedly  with  the  Presi¬ 
dent’s  statement  of  July  29,  1969.  We  oannot 
believe  the  Senate  would  be  so  irresponsible 
as  to  let  partisan  politics  stand  in  the  way  of 
the  good  of  the  country. 

Gilbert  H.  Todd, 

Vice  President. 


First  Bank  &  Trust  Co., 

Cairo,  III.,  July  30, 1969. 
Senator  Charles  H.  Percy, 

U.S.  Senate  Building, 

Washington,  D.C.: 

We  are  concerned  about  the  continued  in¬ 
flationary  trend  in  our  economy  which  is 
putting  unbearable  pressure  on  certain  seg¬ 
ments  of  our  economy,  especially  farmers, 
small  businesmen  and  older  citizens.  We  urge 
immediate  enactment  of  the  surtax. 

R.  N.  Taake,  Jr., 

President. 


Dixon  National  Bank, 

Dixon,  III., 

July  30,  1969. 

Hon.  Charles  H.  Percy, 

Capitol  Building, 

Washington,  D.C.: 

Urge  immediate  inactment  of  the  surtax, 
believe  the  need  is  great  to  settle  inflation 
and  without  passage  all  business,  labor, 
farmers,  and  consumers  will  be  drastically 
affected  and  conditions  could  become  chaotic. 
Immediate  passage  could  help  in  the  settle¬ 
ment  of  interest  rates,  markets  and  so  forth. 
Urge  you  use  all  your  efforts  in  behalf  of 
everyone  for  this  cause. 

Donald  R.  Lovett, 

President. 


Town  &  Country  Bank, 

Springfield,  III., 

July  30, 1969. 

Senator  Charles  H.  Percy, 

U.S.  Senate, 

W ashington,  D.C.: 

Retention  of  the  surtax  is  vital  in  the  fight 
against  inflation.  Inflation  is  working  an  ex¬ 
treme  hardship  on  retired  pensioners,  small 
businessmen  and  farmers.  Rising  cost  due  to 
inflation  are  outpacing  incomes. 

Sincerely, 

Henry  Kirschner, 

President. 


Cosmopolitan  National  Bank, 

Chicago,  III.,  July  30, 1969. 
Senator  Charles  H.  Percy, 

Washington,  D.C.: 

Continuation  of  the  income  tax  surcharge 
is  imperative  to  help  control  the  harmful 
effects  of  runaway  inflation.  I  strongly  urge 
your  support  of  legislation  extending  the 
surtax  for  at  least  1  year. 

Donald  D.  Magers, 

President. 


Jefferson  State  Bank  of  Chicago, 

Chicago,  III.,  July  30, 1969. 
Hon.  Charles  H.  Percy, 

Senate  Office,  Washington,  D.C.: 

Urgent  that  the  Senate  pass  the  extension 
of  the  surtax  in  order  to  help  prevent  fur¬ 
ther  inflation  and  erosion  of  the  U.S.  dollar. 
The  high  cost  of  living  and  the  ever  increas¬ 


ing  cost  of  labor  must  be  controlled  to  pre¬ 
serve  our  economic. 

Sincerely  yours, 

Bernard  Feinberg, 

President. 


First  National  Bank  &  Trust  Co.. 

Alton,  III.,  July  30,  1969. 
Hon.  Charles  H.  Percy, 

Senate  Office  Building, 

Washington,  D.C.: 

Surtax  continuation  without  tax  reform. 
Inflation  must  be  stopped.  Alternatives  are 
controls  or  spiraling  costs,  either  of  which  is 
untentable.  Surtax  action  need  now.  Reforms 
need  much  more  consideration. 

M.  Ryrie  Milnor, 

President. 


First  National  Bank, 

Lake  Forest,  III.,  July  30,  1969. 
Senator  Charles  H.  Percy, 

Senate  Office  Building, 

Washington,  D.C.: 

Delighted  to  hear  that  agreement  has  been 
reached  to  extend  surtax  for  six  months. 

Frank  S.  Read, 

President. 

Chicago  Title  &  Trust  Co., 

Chicago,  III.,  July  31, 1969. 
Senator  Charles  H.  Percy, 

New  Senate  Office  Building, 

Washington,  D.C.: 

I  believe  that  enactment  of  continuation  of 
the  surtax  vitally  important  in  restoring 
price  stability.  Every  effort  should  be  made  to 
maintain  fiscal  responsibility  and  prevent 
further  dislocations  in  the  economy.  I  urge 
passage  of  this  important  legislation. 

Paul  W.  Goodrich, 
Chairman  of  the  Board. 


O’Hare  International  Bank, 

Chicago,  III.,  July  31, 1969. 
Hon.  Charles  H.  Percy, 

Senate  Office  Building, 

Washington,  D.C.: 

We  are  delighted  to  hear  that  an  agree¬ 
ment  has  been  reached  to  extend  the  sur¬ 
tax.  That  action  will  do  much  to  slow  down 
inflation  and  may  help  to  stabilize  interest 
rates  which  will  stimulate  the  housing  in¬ 
dustry. 

Nils  Jacobson, 

President. 

First  National  Bank, 
Waukegan,  III.,  July  31,  1969. 
Senator  Charles  Percy, 

U.S.  Senate, 

Washington,  D.C.: 

We  strongly  urge  immediate  enactment  of 
surtax  extension.  Coupled  with  this  there 
must  be  severe  reduction  in  governmental 
spending. 

Chas.  M.  Steele, 

President. 


National  Bank  &  Trust  Co., 

Chicago,  III.,  July  31, 1969. 
Senator  Charles  H.  Percy, 

Senate  Building, 

Washington,  D.C.: 

Strongly  recommend  immediate  enactment 
of  extension  of  surtax.  The  fight  against 
intensifying  inflationary  pressures,  fueled  by 
increasing  prices  and  wage  settlements  re¬ 
quires  total  restraining  effort  of  both  mone¬ 
tary  and  fiscal  policy.  The  apprehension 
caused  in  minds  of  business,  labor  and  con¬ 
sumer  as  spiraling  prices  continue  upward 
requires  an  increased  effort  on  part  of  Con¬ 
gress  to  enact  and  maintain  legislation  that 
will  begin  to  combat  existing  inflationary 
psychology.  Abandoning  one  of  the  basic  eco¬ 
nomic  tools,  that  of  fiscal  restraint,  on  the 
basis  that  its  effect  on  the  economy  has  been 
slow  to  take  hold  is  not  a  valid  reason  to 
permit  the  surtax  to  expire  at  this  time  and 
intensify  the  already  critical  monetary  pres¬ 
sures.  Furthermore  the  removal  of  the  surtax 
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would  amount  to  an  expansionary  fiscal 
policy  and  contribute  to  existing  inflationary 
trends  now  endangering  this  country’s 
longer  term  economic  growth. 

Allen  P.  Stults, 

President. 


First  National  Bank, 
Maywood,  III.,  July  31,  1969. 
Hon.  Charles  H.  Percy, 

U.S.  Senator, 

Washington,  D.C.: 

If  the  surtax  will  help  inflation,  pass  it. 
Rising  wastes  are  increasing  inflation  pres¬ 
sure.  Sooner  or  later  labor  must  stop  asking 
for  increases.  The  consumer  is  really  feeling 
the  pinch  of  inflated  prices  and  will  be  mak¬ 
ing  himself  felt  by  controlling  buying. 

Louis  E.  Nelson, 

President. 

Exchange  National  Bank, 
Chicago,  III.,  July  31,  1969. 
Hon.  Charles  Percy, 

U.S.  Senate, 

Washington,  D.C.: 

Continuation  of  the  surtax  imperative.  In¬ 
flation  has  reached  record  breaking  propor¬ 
tions  and  monetary  policy  alone  simply  can¬ 
not  do  the  job  necessary  to  reverse  it.  Sky- 
high  interest  rates  and  tight  credit  are  badly 
hurting  small  businesses,  housing,  and  State 
and  municipal  improvements  but  the  im¬ 
balances  they  cause  are  damaging  to  the 
entire  Nation.  Failure  to  extend  surcharge 
would  make  such  distortions  even  worse. 

Samuel  Wm.  Sax, 

President. 

First  National  Bank, 
Evergreen  Park,  III.,  July  31, 1969. 
Senator  Charles  Percy, 

Senate  Office  Building, 

Washington,  D.C.: 

In  our  opinion  it  is  extremely  important  to 
maintain  the  surtax  in  order  to  curb  inflation 
because  of  the  necessity  of  establishing  a  fis¬ 
cal  policy  that  will  balance  income  and  outgo 
for  our  national  economy.  It  can  only  be  at¬ 
tained  by  a  continuation  of  restriction  by 
everyone.  The  cruelest  tax  to  mankind  is  in¬ 
flation,  and  the  surtax  at  the  present  time  is 
the  best  alternative. 

Martin  Ozinga,  Jr., 

President. 


First  National  Bank, 
Skokie,  III.,  July  31, 1969. 
Hon.  Charles  H.  Percy, 

U.S.  Senator, 

Washington,  D.C.: 

Urge  you  vote  at  this  time  favor  enactment 
of  extension  of  surtax.  Our  country’s  finan¬ 
cial  stability  requires  that  we  maintain 
sound  fiscal  and  monetary  policies.  Reenact¬ 
ment  of  the  surtax  is  such  a  step — vote  for 
it.  To  permit  the  surtax  to  lapse  without  any 
measures  to  implement  its  purposes  may 
release  forces  that  would  not  be  in  the  best 
interests  of  our  national  economy,  both  at 
home  and  abroad. 

Sincerely, 

W.  C.  Galitz, 

President. 

Wilmette  State  Bank, 
Wilmette,  III.,  July  31, 1969. 
Hon.  Charles  H.  Percy, 

Senate  Office  Building, 

Washington,  D.C.: 

Imperative  my  judgment  that  the  surtax 
be  extended  through  December  31.  Failure  to 
enact  surtax  extensions  would  be  fiscal  irre¬ 
sponsibility  and  would  place  undue  burden 
on  monetary  authorities  in  their  fight  to  slow 
inflation  rate.  All  segments  of  economy  in¬ 
cluding  labor  and  consumers  are  being  ad¬ 
versely  affected  by  steadily  rising  rate  of  in¬ 
flation  which  is  nothing  more  than  insidious 
indirect  taxation. 

H.  L.  Edwards, 

President. 
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Mr.  WILLIAMS  of  Delaware.  Mr.  Pres¬ 
ident,  I  thank  the  Senator.  In  just  a 
moment  I  am  going  to  yield  to  the  Sen¬ 
ator  from  Utah,  who  has  been  very  pa¬ 
tient,  but  first  I  wish  to  comment  on 
what  the  Senator  from  Illinois  has  said. 

Only  yesterday  our  Government  paid 
7.75  percent  interest  in  refinancing  its 
debt  on  an  18-month  note.  Something 
must  be  done.  This  is  not  my  opinion 
only.  I  repeat  that  the  unanimous  opin¬ 
ion  of  every  living  Secretary  of  the 
Treasury,  every  one  of  them,  was  that 
Congress  should  face  up  to  this  situa¬ 
tion  and  make  its  decision  on  the  sur¬ 
tax,  not  for  6  months  but  for  1  year. 
Certainly  Congress  has  a  responsibility 
to  do  so.  Let  us  make  that  decision  now 
so  that  not  only  this  country  but  the 
world  will  know  that  we  really  mean  bus¬ 
iness,  that  we  are  going  to  control  in¬ 
flation,  and  that  we  can  correct  this 
inflation  psychology.  I  think  it  is  very 
important  for  us  to  act  and  to  act  today. 

How  much  time  does  the  Senator  from 
Utah  request? 

THE  PRESIDING  OFFICER  (Mr. 
Gravel  in  the  chair) .  The  Senator  from 
Delaware  has  12  minutes  remaining. 

Mr.  BENNETT.  Mr.  President,  will 
the  Senator  yield  to  me  for  3  minutes? 

Mr.  WILLIAMS  of  Delaware.  I  yield  3 
minutes  to  the  Senator  from  Utah. 

Mr.  BENNETT.  Mr.  President,  it  dis¬ 
tresses  me  to  hear  members  of  the  other 
party  express  their  lack  of  faith  in  their 
own  leadership.  There  is  a  tax  reform 
bill  almost  at  the  door.  It  has  been 
agreed  to  by  the  House  Ways  and  Means 
Committee.  The  program  by  which  it 
will  be  passed  through  that  House  in  the 
next  week  or  so  has  been  announced; 
and  I  believe  the  leaders  over  there  will 
carry  out  that  program. 

The  way  this  message  comes  across 
to  me  is  that  the  tax  reform  is  5  years 
away,  or  10  years  away.  The  bill  will  be 
here,  certainly,  before  we  begin  our 
recess. 

It  distresses  me  to  hear  the  expres¬ 
sions  of  lack  of  faith  in  the  chairman 
of  the  Committee  on  Finance,  because 
he  has  assured  them  over  and  over  again 
that  as  soon  as  that  bill  comes  over,  the 
committee  will  pay  attention  to  it  and 
go  to  work  on  it. 

The  other  party  controls  the  Commit¬ 
tee  on-  Finance.  The  other  party  can  set 
the  schedule.  The  other  party  can  set 
the  pace  at  which  that  tax  bill  will  come 
out. 

The  inference  I  get  from  that  argu¬ 
ment  is  that,  “It  is  you  Republicans  who 
are  preventing  us  from  considering  tax 
reform  and  until  you  break  down  and 
let  us  consider  tax  reform,  we  have  to 
hold  out  on  you  on  this  extension  of  the 
surtax.” 

I  have  never  heard  any  indication  from 
the  other  side  that  even  when  we  get 
into  the  subject  of  tax  reform  they 
will  consider  a  further  extension  of  the 
surtax. 

Mr.  PASTORE.  Mr.  President,  will  the 
Senator  yield? 

Mr.  MANSFIELD.  I  yield  2  minutes 
to  the  Senator  from  Rhode  Island. 

Mr.  PASTORE.  Mr.  President,  no  one 
made  that  accusation.  We  do  not  be¬ 
lieve  the  Republicans  were  blocking  tax 


reform.  But  the  Senator  will  have  to 
admit  that  it  has  been  the  action  of  the 
policy  committee  of  the  Senate  that 
somehow  has  prompted  the  House  to 
act  a  little  more  expeditiously  in  the  last 
few  weeks  than  before  then,  and  that  is 
exactly  the  point. 

The  PRESIDING  OFFICER.  The  time 
of  the  Senator  from  Utah  has  expired. 

Mr.  BENNETT.  Mr.  President,  will  the 
Senator  yield  to  me  for  1  additional 
minute  from  the  other  side  so  that  I  may 
respond  to  the  Senator  from  Rhode 
Island? 

Mr.  PASTORE.  I  understand  I  have 
a  minute  and  a  half  left. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  BENNETT.  Mr.  President,  will  the 
Senator  yield  to  me  for  3  minutes? 

Mr.  WILLIAMS  of  Delaware.  I  yield 
to  the  Senator  for  3  additional  minutes. 

Mr.  BENNETT.  Mr.  President,  I  said 
it  was  my  impression  that  this  was  the 
way.  I  am  perfectly  willing  to  give  the 
Democratic  senatorial  policy  committee 
credit  for  hurrying  the  House,  but  the 
fact  is  they  have  hurried.  The  bill  is 
right  on  the  edge. 

I  have  learned  that  the  chairman  of 
the  Committee  on  Finance  indicated  that 
maybe  he  is  going  to  keep  the  committee 
here  over  the  recess  to  make  us  work 
on  this  tax  reform  bill.  So  I  do  not  think 
that  as  of  today  there  is  a  very  valid 
reason  for  saying  that  the  Senate  is  be¬ 
ing  denied  the  opportunity  to  consider 
tax  reform,  and  that,  therefore,  we  must 
have  only  one-half  loaf  on  this  extension 
of  the  surtax. 

I  am  as  concerned  as  the  Senator  from 
Delaware  about  the  uncertainty  our  ac¬ 
tion  today  will  create  and  the  uncer¬ 
tainty  that  will  be  created  again  in 
October  or  November  when  we  come  back 
to  face  the  question  of  whether  or  not 
we  will,  in  fact,  have  another  6-month 
extension.  The  men  in  business  who  have 
to  make  basic  decisions,  certainly  further 
in  advance  than  6  months,  have  now  no 
basis  on  which  to  make  those  decisions. 

The  stock  market  has  reacted  and  I 
think  will  react  to  this  thing  we  are  see¬ 
ing  here  today.  I  do  not  know  what  effect 
it  will  have  on  the  September  meeting  of 
the  International  Monetary  Fund  when 
they  come  here  to  discuss  the  new  draw¬ 
ing  rights  program.  We  have  told  the 
world  that  we  are  unable  or  unwilling  to 
consider  the  longrun  policy  of  the  United 
States.  We  are  going  to  take  it  literally  a 
day  at  a  time  in  terms  of  important  time 
to  make  plans.  It  is  for  that  reason  I 
voted  against  the  6-month  extension  and 
will  certainly  vote,  now,  to  carry  out 
the  program  recommended  by  President 
Nixon  to  add  an  additional  6  months  at 
5  percent. 

Mr.  MANSFIELD.  Mr.  President,  I 
yield  2  minutes  to  my  distinguished  col¬ 
league  from  Montana. 

The  VICE  PRESIDENT.  The  Senator 
from  Montana  is  recognized  for  2 
minutes. 

Mr.  METCALF.  Mr.  President,  I  voted 
for  the  Long  amendment.  I  am  not  going 
to  vote  for  a  bill,  I  am  not  going  to  vote 
for  an  extension  of  the  surtax,  until  we 
have  tax  reform.  I  think  it  is  dishonest 
and  immoral  when  all  of  us,  from  the 
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President  on  down,  acknowledge  that  we 
have  an  inequitable  and  unjust  tax  sys¬ 
tem,  to  say  that  we  will  extend  the  sur¬ 
tax  and  compound  the  inequity  for  an¬ 
other  year. 

I  am  perfectly  willing  to  vote  for  a 
surtax  after  we  have  tax  reform. 

I  can  say  to  the  Senator  from  Utah 
that  the  international  bankers  can  take 
scant  solace  from  the  vote  we  have  had 
here,  and  the  vote  which  I  cast  on  the 
last  vote,  to  declare  our  position  for  tax 
reform  so  far  as  the  surtax  is  concerned. 
If  the  Senator  will  permit  us  to  get  a  tax 
reform  measure  through,  I  predict  that 
we  will  have  a  unanimous  or  well-nigh 
unanimous  vote  on  a  surtax  continua¬ 
tion. 

The  only  proposition  that  I  am  sug¬ 
gesting  is  that  we  must  have  tax  reform 
before  we  invoke  and  impose  upon  the 
people  of  America  another  surtax  which 
will  not  do  anything  to  those  who  pay 
no  tax  whatever.  Ten  percent  of  no  tax  is 
nothing.  But,  10  percent  of  an  inequity 
is  compounding  an  inequity.  That  is  the 
only  proposition  that  we  are  confronted 
with  today. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  am  very  glad  to  welcome 
the  distinguished  junior  Senator  from 
Montana.  In  fact,  I  was  just  sitting  here 
basking  in  his  enthusiasm  when  he  said 
that  we  are  going  to  have  tax  reform 
unanimously  passed  by  the  Senate.  As 
one  who  for  years  has  been  trying  to 
correct  the  inequities,  such  as  the  de¬ 
pletion  allowance,  I  am  delighted  to  wel¬ 
come  the  Senator  as  a  convert  to  that 
proposal.  I  will  join  him,  and  he  and  I 
will  be  marching  down  the  aisle  towards 
the  cutting  of  the  depletion  allowance 
and  a  real  tax  reform.  I  am  delighted  to 
welcome  the  Senator  to  our  side. 

Mr.  METCALF.  Well  now,  Mr.  Presi¬ 
dent,  if  the  Senator  will  yield,  the  Sena¬ 
tor  has  made  the  suggestion.  Let  me  say 
that  this  Senator  has  been  as  active  for 
tax  reform  as  has  the  Senator  from 
Delaware. 

Mr.  WILLIAMS  of  Delaware.  I  know 
that. 

Mr.  METCALF.  I  have  introduced 
bills - 

The  VICE  PRESIDENT.  Who  yields 
time? 

Mr.  METCALF.  The  Senator  does  not 
have  to  welcome  me  as  a  new  advocate 

nf  lay  T*pfni»rn 

Mr.  PROUTY.  Mr.  President,  will  the 
Senator  from  Delaware  yield? 

Mr.  WILLIAMS  of  Delaware.  I  yield 
3  minutes  to  the  Senator  from  Vermont. 

The  VICE  PRESIDENT.  The  Senator 
from  Delaware  has  the  floor. 

Mr.  METCALF.  Who  has  the  floor? 
The  Senator  has  yielded  to  me. 

Mr.  WILLIAMS  of  Delaware.  I  do  not 
have  to.  [Laughter.] 

Mr.  METCALF.  The  Senator  does  not 
have  to  welcome  me  as  a  convert  to  tax 
reform. 

The  VICE  PRESIDENT.  The  Senator 
from  Delaware  has  the  floor. 

Mr.  METCALF.  Has  not  the  Senator 
yielded  to  me? 

Mr.  WILLIAMS  of  Delaware.  I  have 
yielded  to  the  Senator  from  Vermont. 

The  VICE  PRESIDENT.  The  Chair 
Inquires  of  the  Senator  from  Delaware, 
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how  much  time  has  he  yielded  to  the 
Senator  from  Vermont. 

Mr.  WILLIAMS  of  Delaware.  Three 
minutes,  Mr.  President. 

The  VICE  PRESIDENT.  The  Sena¬ 
tor  from  Vermont  is  recognized  for  3 
minutes. 

Mr.  PROUTY.  Mr.  President,  I  think 
that  one  thing  should  be  recognized  at 
the  outset,  and  that  is  that  the  greatest 
impact  on  present  inflation  falls  upon 
those  in  the  low-income  brackets  and 
those  on  fixed  incomes.  If  we  are  going 
to  control  inflation,  they  will  be  the  first 
beneficiaries. 

Let  me  point  out  that  the  other  body, 
on  yesterday,  voted  to  increase  appro¬ 
priations  for  education  by  approximately 
$1  billion.  I  happen  to  believe  that  most 
of  those  increases  are  justifiable  and  de¬ 
sirable.  But,  if  we  start  reducing  Fed¬ 
eral  income  and  add  to  the  inflationary 
problem,  can  we,  in  good  conscience,  sup¬ 
port  programs  of  that  nature  and  other 
much  needed  domestic  programs? 

We  have  got  to  face  the  whole  ques¬ 
tion.  We  have  many  domestic  problems 
to  solve.  If  we  are  going  to  start  cutting 
taxes  now,  we  will  hurt  those  in  the  low- 
income  brackets  first,  and  we  will  make 
it  impossible  to  carry  out  many  of  the 
desperately  needed  programs  at  the  do¬ 
mestic  level. 

I  think  that  those  points  should  be 
considered  by  the  Senate. 

I  thank  the  Senator  from  Delaware 
for  yielding  to  me. 

The  VICE  PRESIDENT.  The  Chair 
would  inform  the  Senator  from  Delaware 
that  the  Senator  from  Delaware  has  4 
minutes  remaining. 

Mr.  WILLIAMS  of  Delaware.  Mr.  Pres¬ 
ident,  the  minority  leader  said  that  it 
would  be  all  right  and  I  yield  5  minutes 
on  the  bill  to  the  Senator  from  Nebraska 
(Mr.  Curtis). 

The  VICE  PRESIDENT.  The  Senator 
from  Nebraska  is  recognized  for  5  min¬ 
utes. 

Mr.  CURTIS.  Mr.  President,  I  thank 
the  Senator  from  Delaware. 

Mr.  President,  I  am  aware  that  there 
are  many  Senators  who  have  advocated 
tax  reform  who  are  sincere.  They  are 
right.  It  should  come.  I  remind  Senators 
of  this,  however,  that  to  hold  back  part 
of  the  program  to  extend  the  surtax  Will 
not  aid  tax  reform  but  will  hinder  it. 

What  we  need  to  get  a  tax  reform 
package  passed  is  some  benefits,  some 
sweetness  to  put  in  it,  not  an  increase 
in  taxes. 

Now,  if  Congress  can  consider  a  pack¬ 
age  that  carries  some  much  needed  re¬ 
forms  and  at  the  same  time  grants  re¬ 
lief  to  certain  segments  of  the  economy, 
it  will  be  passed.  But  to  withhold  part  of 
the  surtax  extension  as  an  aid  to  bring¬ 
ing  about  tax  reform  will  be  entirely  a 
futile  effort.  It  will  not  work. 

It  has  often  been  said  that  we  have 
had  a  surtax  and  inflation  has  still  gone 
on.  There  is  nothing  magic  in  a  surtax 
to  stop  inflation.  It  is  a  deterrent  to  in¬ 
flation  only  insofar  as  such  tax  tends 
to  balance  the  budget. 

I  do  not  know  anything  about  eco¬ 
nomic  theories.  I  would  hate  to  have  to 
decide  which  group  of  economists  is 
right.  This  one  thing  I  know:  In  fiscal 
1968  we  had  a  deficit  of  $28.4  billion  in 


the  budget,  exclusive  of  trust  funds,  that 
the  estimate  of  the  deficit  for  last  June 
30  was  $8.6  billion,  and  that  for  fiscal 
1970  we  will  have  a  deficit  estimate  of 
$4.3  billion.  I  do  not  think  that  that  is  a 
coincidence. 

I  am  supporting  the  surtax  for  a  full 
year,  not  because  I  like  it,  but  because 
we  are  facing  a  deficit.  We  have  a  deficit 
this  year.  We  will  have  one  next  year. 
We  have  had  deficits  for  some  time.  I 
will  support  every  effort  that  I  can  to 
hold  down  expenditures,  but  they  have 
not  been  held  down.  The  money  has  been 
spent.  We  need  the  revenue  from  a  full 
year  of  the  surtax.  If  I  had  my  way,  it 
would  be  10  percent  for  the  full  year.  We 
need  it  in  order  to  notify  the  world,  in 
order  to  notify  our  own  people,  that  the 
U.S.  Government  is  facing  up  to  the 
realities  and  is  trying  to  set  its  house  in 
order. 

Congress  consists  of  two  bodies.  We 
should  not  yield  to  the  House  of  Rep¬ 
resentatives  without  reason.  On  the 
other  hand,  we  have  an  obligation  to  co¬ 
operate  with  them.  We  have  an  obliga¬ 
tion  to  see  how  they  look  at  things.  The 
House  of  Representatives  is  proceeding 
on  tax  reform.  It  will  come  about.  They 
will  send  us  a  bill. 

The  VICE  PRESIDENT.  The  5  min¬ 
utes  yielded  to  the  Senator  from  Nebras¬ 
ka  have  expired.  Who  yields  time? 

Mr.  CURTIS.  It  is  very  doubtful  that 
the  bill  will  be  accepted  without  this 
1-year  provision. 

Mr.  MURPHY.  Mr.  President,  will  the 
Senator  from  Delaware  yield  me  1 
minute? 

Mr.  WILLIAMS  of  Delaware.  I  yield  1 
minute  to  the  Senator  from  California. 

Mr.  MURPHY.  Mr.  President,  it  is 
getting  “curiouser  and  curiouser.”  I  hear 
on  both  sides  of  the  aisle  the  unanimous 
feeling  that  the  surtax  is  needed.  I  hear 
nobody  objecting  to  the  extension  of  the 
surtax.  It  is  needed,  as  recommended  by 
the  five  living  Secretaries  of  the  Treas¬ 
ury  and  all  other  financial  experts.  There 
is  no  argument  on  that  score. 

I  also  hear  that  there  is  another  con¬ 
dition — that  of  tax  reform.  It  is  needed. 
I  have  heard  no  voice  raised  here 
against  tax  reform.  I  remind  the  Senate 
that  the  Senator  from  California  has 
talked  about  tax  reform  for  some  time. 

The  VICE  PRESIDENT.  The  time  of 
the  Senator  has  expired. 

Mr.  MURPHY.  Mr.  President,  may  I 
have  about  10  seconds? 

Mr.  WILLIAMS  of  Delaware.  I  yield 
1  minute  to  the  Senator  from  California. 

Mr.  MURPHY.  Everybody  wants  tax 
reform.  Everybody  realizes  that  we  need 
the  surtax.  I  cannot  understand  why 
there  is  the  delay. 

Mr.  WILLIAMS  of  Delaware.  Mr.  Pres¬ 
ident,  how  much  time  have  I  remaining? 

The  VICE  PRESIDENT.  The  Senator 
from  Delaware  has  1  minute  remaining. 

Mr.  JAVITS.  Mr.  President,  will  the 
Senator  from  Illinois  give  me  2  minutes 
on  the  bill? 

Mr.  DIRKSEN.  Yes. 

Mr.  JAVITS.  Mr.  President,  the  Sen¬ 
ator  from  Delaware  and  I  have  been  ar¬ 
guing  for  a  long  time  that  it  is  essential, 
in  the  highest  interests  of  all  the  people 
of  our  country,  that  the  world  be  reas¬ 
sured  that  we  are  purposeful  in  our  fight 


against  inflation.  As  evidence  of  that 
purpose,  it  is  proposed  that  we  have  a 
1-year  extension  of  the  surtax. 

I  realize  that  we  have  the  problem  of 
a  very  nice  balance.  Many  Senators  feel 
we  should  hold  the  tax  extension  as  a 
hostage  for  the  purpose  of  tax  reform. 
Also,  I  feel  somewhat  obligated  to  give 
the  necessary  votes  to  accomplish  the 
basic  purpose  which  the  unanimous- 
consent  agreement  would  accomplish, 
which  was  done  by  all  of  us  in  concert. 

This  is  the  only  amendment  I  expect 
to  vote  for.  I  feel  it  is  a  visual  presenta¬ 
tion  to  the  world,  so  critically  needed  in 
the  highest  interest  of  our  people,  that 
we  are  determined  to  halt  inflation.  This 
would  be  more  meaningful  even  than  tax 
reform  itself  in  stemming  inflation. 
Therefore,  I  feel  dutybound  to  vote  for 
the  effort  to  make  this  a  1-year  proposi¬ 
tion.  I  do  not  think  we  need  to  hold  our¬ 
selves  hostages  for  that  purpose.  I  ac¬ 
cept  the  pledges  of  the  majority  and 
minority  that  we  will  have  a  tax  reform 
package.  I  am  willing  to  depend  on  these 
pledges.  Although  to  my  people  it  may 
seem  I  am  imposing  more  taxes  on  them 
momentarily,  it  will  come  out  “in  the 
wash”  long  before  October  31,  because  I 
have  that  faith.  I  shall  support  the 
amendment. 

Mr.  MILLER.  Mr.  President,  will  the 
Senator  yield  me  2  minutes  on  the  bill? 

Mr.  WILLIAMS  of  Delaware.  I  yield  the 
Senator  2  minutes  on  the  bill. 

Mr.  MILLER.  Mr.  President,  I  want  to 
underscore  what  the  Senator  from  New 
York  said  and  to  emphasize  that  today, 
even  more  than  yesterday,  action  on  the 
12-month  extension  is  necessary.  In  the 
House  yesterday — and  I  regret  that  it 
was  pretty  much  on  a  party-line  vote — 
the  majority  of  the  House  added  approx¬ 
imately  $1  billion  to  a  Health,  Education, 
and  Welfare  appropriation  bill  over  and 
above  the  administration’s  budget.  Peo¬ 
ple  in  other  countries  who  are  looking  to 
see  whether  or  not  we  are  going  to  keep 
our  fiscal  house  in  order  are  wondering 
even  more  today  than  they  were  yester¬ 
day.  So  the  need  for  the  full  year  exten¬ 
sion  is  more  today  than  it  was  yester¬ 
day. 

That  does  not  mean  that  we  are  going 
to  accept  the  action  of  the  House  yes¬ 
terday,  but  the  warning  signals  are  up, 
and  they  are  up  higher  today  than  they 
were  yesterday. 

I  feel  we  should  follow  the  adminis¬ 
tration’s  guidance  on  this  question.  If  we 
do  not — and  I  regret  to  say  this — I  think 
we  will  face  a  continued  inflationary 
psychology,  with  all  its  overtones,  both 
here  and  abroad.  I  hope  the  amendment 
will  be  adopted. 

Mr.  LONG.  Mr.  President,  I  yield  my¬ 
self  3  minutes. 

The  amendment  that  the  Senate 
agreed  to  assures  that  the  administra¬ 
tion,  based  on  its  May  estimates,  will 
have  a  surplus  of  $1.6  billion  in  its  uni¬ 
fied  budget.  In  other  words,  by  the  vote 
we  have  already  taken,  $5.6  billion  will  be 
added  to  the  Government’s  revenues — 
$3.9  billion  from  the  income  tax  on  indi¬ 
viduals  and  $1.7  billion  from  taxes  on 
corporations.  So  already  we  have  voted 
enough  taxes  to  assure  a  balanced 
budget  for  this  fiscal  year. 
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I  am  not  averse  to  voting  for  more 
taxes.  If  it  is  necessary,  I  am  willing  to  do 
it.  But  the  majority  of  the  Democrats 
are  determined  that  they  shall  have  an 
opportunity  to  vote  on  a  tax  reform 
measure.  They  do  not  want  to  pass  all 
the  revenue  bills  that  this  administra¬ 
tion  is  requesting  at  this  point,  because 
they  want  us  to  bring  out  a  tax  reform 
package.  The  majority  of  us  on  the  com¬ 
mittee  have  undertaken  to  assure  them 
that  we  will  do  exactly  that. 

Meanwhile,  on  some  bill — not  on  this 
one,  I  would  hope,  but  on  some  future 
bill — we  will  undertake  to  perfect  the  in¬ 
vestment  tax  credit  repeal,  and  that  will 
give  the  administration  another  $1.35 
billion  in  this  fiscal  year  and  $2.6 
billion  for  the  fiscal  year  1971.  This 
means  that  for  the  fiscal  year  1970  the 
budget  surplus  will  be  about  $3.0  billion. 

If  more  revenue  is  needed,  I  suppose 
we  will  provide  it;  but  we  should  keep  in 
mind  that  it  is  not  the  surtax  that  is 
needed  to  stop  the  inflationary  trend.  I 
hold  in  my  hand  statistics  which  show 
that  Government  borrowing  is  down  by 
$14  billion.  Household  borrowing  is  down 
by  $3  billion — from  $32  billion  to  $29  bil¬ 
lion.  Foreign  borrowing  is  down  by  $1 
billion. 

What  is  up?  Business  borrowing,  from 
$36  billion  to  $47  billion,  an  increase  of 
$11  billion  this  year  over  last  year.  There 
is  where  the  mischief  is  occurring,  and 
that  is  why  we  must  repeal  the  invest¬ 
ment  tax  credit.  I  hope  it  will  not  be 
proposed  as  an  amendment  to  this  bill. 

The  VICE  PRESIDENT.  The  time  of 
the  Senator  has  expired. 

Mr.  LONG.  Mr.  President,  I  yield  my¬ 
self  2  minutes,  or  at  least  1  minute,  more. 

We  have  responsibly  provided  enough 
revenues  to  assure  a  balanced  budget  for 
this  year.  We  will  provide  more  if  neces¬ 
sary.  Senators  need  not  have  any  concern 
about  that.  But  we  will  not  do  it  on  this 
bill,  because  Senators  want  an  opportu¬ 
nity  to  have  a  vote  on  their  ideas  about 
tax  reform.  The  Senator  from  Rhode 
Island  wants  to  reduce  the  oil  depletion 
allowance.  I  would  like  to  reduce  the  tax 
benefits  some  foundations  receive.  The 
oil  industry  pays  billions  of  dollars;  the 
foundations  pay  nothing.  I  would  like  to 
tax  them.  But  that  is  something  we  will 
consider  when  the  time  comes. 

Mr.  CURTIS.  Mr.  President,  will  the 
Senator  yield? 

Mr.  LONG.  I  yield  to  the  Senator  from 
Nebraska. 

Mr.  CURTIS.  I  commend  the  chair¬ 
man  for  his  very  realistic  view  of  all 
the  problems  involved  in  getting  tax  re¬ 
form  that  is  acceptable,  that  can  get 
enough  votes  to  pass  the  bill. 

I  ask  him  this  question:  Would  the 
incorporation  in  a  tax  reform  bill  of  a 
provision  to  extend  the  surtax  for  6 
months  aid  its  passage? 

Mr.  LONG.  I  do  not  think  so. 

Mr.  CURTIS.  I  do  not  think  it  would 
either.  I  respect  those  who  are  opposed 
to  the  surtax  and  voted  against  it.  But 
certainly  it  is  of  no  value  to  hold  it 
back  as  an  aid  to  tax  reform ;  it  would  be 
the  contrary. 

Mr.  LONG.  I  understand  the  Senator’s 
argument.  That  is  why  some  Senators 
think  we  ought  to  have  two  bills,  one  for 


the  surtax  and  another  for  tax  reform. 
But  they  want  to  hold  up  the  surtax 
measure  until  we  have  had  an  oppor¬ 
tunity  to  vote  on  reform.  As  to  that 
I  think  I  have  made  my  position  clear. 
I  have  stated  it  so  many  times  in  the  last 
6  weeks,  I  cannot  conceive  of  its  not  be¬ 
ing  understood  by  everyone. 

Mr.  PASTORE.  Mr.  President,  will  the 
Senator  yield? 

Mr.  LONG.  I  yield  to  the  Senator  from 
Rhode  Island. 

Mr.  PASTORE.  I  do  not  know  what 
the  chances  of  tax  reform  would  be  on 
a  6-month  extension  of  the  surtax,  but 
I  will  say  to  my  good  friend  from  Ne¬ 
braska  that  he  and  those  who  feel  as 
he  does  will  have  a  better  chance  to  ex¬ 
tend  the  surtax  for  an  additional  6 
months  if  they  pass  a  tax  reform  bill. 

Mr.  LONG.  Mr.  President,  I  think  I 
have  made  my  position  clear.  If  I  thought 
it  would  change  any  votes,  I  would  talk 
longer,  but  I  do  not,  and  I  am  ready  to 
yield  back  the  remainder  of  my  time  if 
the  Senator  from  Delaware  is. 

The  VICE  PRESIDENT.  Does  the  Sen¬ 
ator  from  Louisiana  yield  back  his  time? 

Mr.  LONG.  No;  I  said  that  when  the 
Senator  from  Delaware  is  ready  to  do 
so,  I  shall  be  ready. 

Mr.  WILLIAMS  of  Delaware.  I  yield 
myself  3  minutes  on  the  bill. 

I  should  like  to  make  just  one  point  in 
connection  with  the  surplus  of  around 
$4  billion  claimed  for  next  year,  assuming 
the  surcharge  is  extended  for  6  months, 
as  already  approved  by  the  Senate. 

I  point  out  that  when  they  talk  about 
a  projected  surplus  of  $4  billion  next 
year  they  are  proceeding  on  the  premise 
that  we  can  use  as  normal  Government 
revenues  between  $10  billion  and  $11  bil¬ 
lion  that  will  be  building  up  and  accu¬ 
mulating  in  the  various  trust  funds. 
There  is  not  a  Senator  who  will  not  ac¬ 
knowledge  that  under  no  law  can  either 
the  administration  or  Congress  dip  into 
the  trust  funds  and  spend  that  money 
to  defray  the  normal  operating  costs  of 
the  Government.  We  cannot  rob  the  So¬ 
cial  Security  trust  funds  to  pay  for  edu¬ 
cational  or  welfare  programs;  we  cannot 
rob  the  Railroad  Retirement  Fund;  we 
cannot  rob  the  other  trust  funds  of  which 
the  Government  is  only  trustee. 

To  count  those  funds  as  though  they 
were  normal  revenue  of  the  Government 
has  but  one  purpose;  namely,  to  deceive 
the  American  people  as  to  the  true  state 
of  our  financial  picture. 

It  has  been  suggested  that  last  year — 
just  this  last  fiscal  year — we  had  a  $3.1 
billion  surplus.  When  we  take  into  con¬ 
sideration  all  the  money  that  was  taken 
out  of  the  economy  through  government¬ 
al  agencies,  including  trust  funds,  as  re¬ 
lated  to  all  the  money  that  poured  in,  it 
is  true  the  Government  took  out  $3  bil¬ 
lion  more  than  we  took  in,  and  that  has 
to  be  taken  into  consideration.  But  that 
does  not  mean  we  had  a  balanced  budget. 
Included  in  that  figure  was  $8.4  billion 
of  trust  fund  accumulations  in  the  last 
12  months.  In  addition  we  collected  in 
the  last  fiscal  year  18  months  of  surtaxes 
from  corporations,  because  the  10-per¬ 
cent  surcharge  for  corporations  was  ret¬ 
roactive  to  January  I,  1968,  though  the 
law  was  not  enacted  until  July  1. 
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So  in  fiscal  1969  the  Government  had 
the  benefit  of  the  collection  of  18  months 
of  corporate  surtaxes,  and  in  the  last 
fiscal  year,  the  Government  collected  15 
months  of  individual  surtaxes.  The  in¬ 
dividual  surtax  was  enacted  July  1,  1968, 
retroactive  to  April  1,  1968. 

These  two  items  accounted  for  an  ex¬ 
tra  $2  billion.  There  was  in  this  same 
fiscal  year  accelerated  payments  of  cor¬ 
poration  taxes  and  excise  taxes  amount¬ 
ing  to  $700  million  and  $200  million,  re¬ 
spectively,  and  altogether  in  fiscal  1969, 
counting  trust  fund  accumulations,  a 
total  of  $11.3  billion  abnormal  revenue. 
Actually  our  Government  closed  its 
books  last  year  with  a  deficit  of  around 
$8.25  billion;  that  is,  under  the  admin¬ 
istrative  budget  with  all  its  welfare  and 
various  other  programs  for  which  Con¬ 
gress  appropriated  funds,  it  spent  $8.25 
billion  more  than  it  took  in.  Right  now 
we  are  operating,  even  with  the  sur¬ 
charge,  with  a  monthly  deficit  of  around 
$600  million.  Therefore,  I  say  we  have  no 
choice  except  to  extend  the  surcharge. 

In  making  its  plans  the  Government 
must  take  into  consideration  its  prospec¬ 
tive  revenues  for  the  fiscal  year.  It  can¬ 
not  project  what  Congress  may  or  may 
not  do.  If  we  do  not  extend  the  surtax 
for  a  full  year,  now  the  Government  and 
all  others  interested  in  fiscal  and  mone¬ 
tary  policies  must  assume  that  so  far  as 
Congress  is  concerned  the  surcharge  will 
not  be  extended  at  a  later  date.  There¬ 
fore,  I  think  it  is  very  important  that  we 
take  the  proper  action  here  today  and 
settle  this  question  by  providing  for  the 
full  1-year  extension. 

Mr.  President,  I  promised  to  yield  a 
minute  or  two  on  the  bill  to  the  Sena¬ 
tor  from  Vermont. 

Mr.  AIKEN.  Mr.  President,  I  have  two 
or  three  very  short  questions  to  ask  the 
Senator  from  Delaware,  because  I  should 
like  to  vote  for  his  amendment. 

Is  the  Senator  from  Delaware  reason¬ 
ably  sure  that  real  tax  reform  legislation 
can  be  enacted  before  next  year? 

Mr.  WILLIAMS  of  Delaware.  No  one 
is  absolutely  sure  of  anything,  but  there 
is  no  doubt  in  my  mind  that  it  will  be 
before  the  Senate. 

The  majority  leader  and  others  in  co¬ 
operation  with  him  have  pledged  that 
they  want  it;  the  Committee  on  Finance 
has  said  it  wants  it;  the  House  is  going 
to  pass  a  reform  bill  within  the  next  10 
days;  and  the  chairman  of  the  Commit¬ 
tee  on  Finance  has  promised  that  that 
committee  will  expeditiously  consider 
tax  reform  and  report  a  bill  I  think  he 
has  said  not  later  than  October  31,  if  I 
recall  correctly. 

I  think  tax  reform  will  be  enacted  for 
another  reason :  The  American  people  are 
going  to  demand  that  this  Congress  take 
action. 

But  as  the  chairman  of  the  committee 
very  ably  stated  a  few  minutes  ago,  it 
does  take  time  to  hold  hearings  and  give 
those  interested  an  opportunity  to  pre¬ 
sent  their  views  after  the  House  of  Rep¬ 
resentatives  has  acted.  It  will  take  a 
little  time,  and  we  just  do  not  have  time 
to  wait  on  this  question. 

Mr.  AIKEN.  My  next  question  is  this: 
Yesterday  the  news  reports  showed  that 
farm  prices  have  dropped  2  percent  in 
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the  last  30  days,  and  that  steel  prices 
have  gone  up  4.8  percent.  Is  this  a  sign 
that  inflation  is  coming  under  control, 
or  if  not,  what  is  it  a  sign  of? 

Mr.  WILLIAMS  of  Delaware.  Inflation 
is  not  under  control,  and  inflation  will 
not  get  under  control  in  my  opinion 
until  Congress  faces  up  to  its  responsi¬ 
bilities,  both  as  to  providing  the  neces¬ 
sary  monetary  restraints  and  as  to  reduc¬ 
ing  expenditures. 

In  addition  I  think  it  is  going  to  take 
other  actions.  I  do  not  think  we  in  Con¬ 
gress  can  do  it  alone;  it  will  require  the 
cooperation  of  all  in  government  as  well 
as  in  industry  and  labor. 

There  is  no  question  that  inflation  is 
out  of  control.  I  think  that  to  a  large 
extent  we  as  a  government  and  perhaps 
as  individuals  have  too  often  been  living 
beyond  our  income  in  the  last  few  years. 
We  are  going  to  have  to  cut  down  and 
start  living  within  our  incomes  and  the 
government  certainly  ought  to  set  an 
example. 

Mr.  AIKEN.  I  want  to  make  certain 
that  everybody  cuts  down,  not  only  the 
farmers. 

I  have  one  other  question,  a  simple 
question — maybe  too  simple.  Would  it 
be  easier  to  enact  meaningful,  if  I  may 
use  that  word,  tax  reform  in  the  middle 
of  an  election  year  or  in  the  latter  part 
of  a  nonelection  year? 

Mr.  WILLIAMS  of  Delaware.  I  should 
like  to  think  that  Senators  will  vote  on 
tax  reform  proposals  and  various  other 
measures  according  to  what  they  think 
is  in  the  best  interest  of  the  country, 
whether  it  be  in  an  election  year  or  not. 
Last  year  it  was  said  that  Congress  could 
not  pass  a  tax  bill  in  an  election  year. 
President  Johnson  recommended  a  tax 
bill,  and  the  former  Senator  from 
Florida,  Mr.  Smathers,  and  I  felt  that 
it  had  to  be  enacted.  We  joined  in  a  bi¬ 
partisan  effort  and  put  that  bill  through 
in  an  election  year  because  it  had  to 
be  done. 

I  think  that  what  we  are  seeking  to 
do  today  has  to  be  done.  I  hope  that  we 
may  vote  for  the  measure  as  a  bipartisan 
effort. 

Mr.  President,  on  the  pending  amend¬ 
ment,  I  ask  for  the  yeas  and  nays. 

The  yeas  and  nays  were  ordered. 

Mr.  CURTIS.  Mr.  President,  will  the 
Senator  yield? 

Mr.  WILLIAMS  of  Delaware.  I  yield. 

Mr.  CURTIS.  In  addition  to  the  funds 
anticipated  by  a  year’s  extension  of  the 
surtax,  are  there  not  also  some  additional 
revenues  that  were  taken  into  account, 
on  which  the  Senate  has  taken  no  ac¬ 
tion? 

Mr.  WILLIAMS  of  Delaware.  That  is 
correct.  The  so-called  budget  surplus 
projections  were  made  on  the  premise 
that  Congress  would  further  raise  the 
social  security  tax  effective  January  1 
by  $1.6  billion.  I  have  not  heard  of  that 
being  seriously  considered.  This  so-called 
budgetary  surplus  is  also  based  on  the 
premise  that  the  Congress  would  retro¬ 
actively — I  emphasize  retroactively — 
raise  first-class  postage  as  of  July  1.  That 
item  would  have  raised  another  $519  mil¬ 
lion. 

User  taxes  were  proposed  to  provide 
$400  million  in  additional  revenue  to  be 


effective  around  July  1.  Those  have  not 
been  considered  as  yet.  But  even  assum¬ 
ing  all  of  them  were  enacted,  even  as¬ 
suming  those  funds  were  being  provided, 
even  assuming  that  revenue  holds  up  as 
projected  and  expenditures  are  made  as 
projected,  and  the  surtax  enacted  for  the 
full  year — let  us  face  it — the  Government 
of  the  United  States  will  still  be  operat¬ 
ing  at  a  deficit  projected  as  $5  billion. 
Such  a  deficit  just  cannot  be  allowed  to 
be  incurred  at  this  time. 

Mr.  LONG.  Mr.  President,  I  yield  my¬ 
self  2  minutes.  One  can  look  at  the  budg¬ 
et  in  more  than  one  way.  At  the  time — in 
1967 — when  Mr.  Kennedy  was  appointed 
by  Lyndon  B.  Johnson  to  be  chairman  of 
the  committee  to  study  the  budget  and 
make  recommendations,  Mf.  Kennedy 
recommended  putting  the  budget  on  a 
consolidated  basis,  now  we  call  it  the 
unified  budget,  so  that  one  could  look  at 
the  whole  budget,  not  merely  a  part  of 
it,  and  determine  whether  the  Govern¬ 
ment  was  taking  in  more  money  than  it 
was  spending. 

In  Mr.  Kennedy’s  view  it  is  necessary 
to  look  at  the  unemployment  and  social 
security  revenue  and  at  all  the  other  rev¬ 
enue  the  Government  is  receiving,  on  a 
consolidated  basis,  and  then  determine 
whether  more  is  being  spent  than  is  be¬ 
ing  taken  in. 

Mr.  Kennedy  came  to  Washington  as 
Mr.  Nixon’s  Secretary  of  the  Treasury 
and  kept  the  unified  budget  form.  That 
is  what  his  committee  had  unanimously 
agreed  to  and  that  was  the  way  they  be¬ 
lieved  the  budget  should  be  kept.  In  ad¬ 
dition,  President  Johnson  said  it  ought  to 
be  kept  that  way,  and  Richard  Nixon  has 
said  it  ought  to  be  kept  that  way.  I  agree 
with  both  of  them  because  that  is  how 
I  think  the  budget  ought  to  be  kept — but, 
maybe  I  am  an  optimist.  In  any  event, 
here  is  David  Kennedy’s  publication  from 
the  Treasury  speaking  in  terms  of  the 
books  being  kept  that  way.  And  here  is 
how  John  Williams  thinks  they  ought  to 
be  kept. 

If  one  wants  to  be  an  optimist  and  look 
at  the  whole  thing  instead  of  the  hole  in 
the  donut,  speaking  concretely  about  this 
fiscal  year,  we  would  have  a  possible 
deficit  of  $4  billion.  With  the  6  months 
extension  of  the  surtax  we  have  voted  for 
$5.6  billion  in  additional  revenues  so  that 
we  would  now  have  a  surplus  of  $1.6 
billion. 

That  is  the  way  David  Kennedy  looks 
at  it.  That  is  how  Lyndon  Johnson  would 
look  at  it.  That  is  how  Richard  Nixon 
would  look  at  it.  And  that  is  how  I  would 
look  at  it. 

We  cannot  persuade  the  Senator  from 
Delaware  to  look  at  it  in  that  way.  If  we 
have  to  take  a  gloomy  viewpoint  and  look 
at  it  in  his  way,  we  have  a  projected 
deficit  of  about  $14  billion. 

If  we  do  everything  that  we  can  in  the 
bill1  and  everything  that  the  Senator  is 
recommending,  we  will  still  have  a  huge 
deficit.  In  effect,  the  Senator  from  Dela¬ 
ware  would  pass  an  act  of  Congress  to 
declare  the  richest  Nation  on  the  face  of 
the  earth  bankrupt  by  an  act  of  Con¬ 
gress.  If  the  Senator  wants  to  do  it,  let 
him  do  so. 

The  VICE  PRESIDENT.  The  time  of 
the  Senator  has  expired. 


Mr.  LONG.  Mr.  President,  I  yield  by¬ 
self  1  additional  minute. 

The  VICE  PRESIDENT.  The  Senator 
from  Louisiana  is  recognized  for  1  ad¬ 
ditional  minute. 

Mr.  LONG.  Mr.  President,  all  I  am 
saying  is  that  the  Government  this  year 
will  take  in  more  money  than  it  pays  out. 
When  we  do  that,  we  do  not  contribute  to 
inflation,  and  we  act  responsibly.  In  the 
final  analysis,  the  Senator  from  Dela¬ 
ware  need  not  worry.  We  will  provide  the 
administration  with  whatever  money  is 
needed  before  the  year  is  out. 

Mr.  WILLIAMS  of  Delaware.  Mr.  Pres¬ 
ident,  I  congratulate  the  Senator  from 
Louisiana  on  his  remarks.  I  am  always 
interested  in  listening  to  them,  and  I  am 
always  amused. 

Mr.  President,  I  would  like  to  have  a 
vote. 

Mr.  LONG.  Mr.  President,  I  ask  unani¬ 
mous  consent  to  have  printed  in  the 
Record  a  table  prepared  by  the  Treasury, 
on  July  18,  showing  how  they  keep  the 
Government’s  books  and  how  some  feel 
the  budget  ought  to  be  kept.  The  way 
they  do  it  now  is  how  I  would  like  to  have 
.it  done.  We  can  then  see  both  sides  of 
the  argument. 

There  being  no  objection,  the  charts 
were  ordered  to  be  printed  in  the  Record, 
as  follows : 

THE  FEDERAL  BUDGET 


[In  billions] 


Fiscal  year 

• 

Unified 

budget 

Administrative 

budget 

1965 . . 

-$1.6 

— $3. 9 

1966 _ 

-3.8 

-5.1 

1967 _ 

-8.8 

-14.9 

1968 _ 

-25.2 

-28.4 

1969  (estimated) _ 

+.9 

-8.6 

1970  (estimated) _ 

(>) 

0 

1  Without  the  enactment  of  the  administration  program,  there 
would  be  a  budget  deficit  of  $4,000,000,000.  If  that  program  is 
enacted  the  budget  would  be  $6,300,000,000  in  surplus. 

2  Without  the  enactment  of  the  administration  program,  there 
would  be  a  budget  deficit  of  $14,600,000,000.  If  that  program  is 
enacted  the  deficit  would  be  $4,300,000,000. 

Source:  Treasury  Department,  July  18,  1969. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  have  no  objection. 

I  respect  the  Senator  from  Louisiana 
as  highly  as  I  do  any  other  Senator; 
however,  I  do  not  delegate  to  him  the 
power  to  interpret  what  I  am  thinking. 
The  Senator  may  put  his  tables  in  the 
Record;  however,  I  want  to  have  it  clear 
that  they  are  his  views. 

The  VICE  PRESIDENT.  The  ques¬ 
tion  is  on  agreeing  to  the  amendment 
of  the  Senator  from  Delaware.  On  this 
question  the  yeas  and  nays  have  been 
ordered,  and  the  clerk  will  call  the  roll. 

The  bill  clerk  called  the  roll. 

The  result  was  announced — yeas  41, 


nays  59,  as 

follows : 

[No.  61  Leg.] 
YEAS — 41 

Aiken 

Fong 

Pearson 

Allott 

Goldwater 

Pell 

Baker 

Goodell 

Percy 

Bellmon 

Griffin 

Prouty 

Bennett 

Gurney 

Saxbe 

Boggs 

Hansen 

Schweiker 

Brooke 

Hruska 

Scott 

Cooper 

Javits 

Smith 

Cotton 

Jordan, Idaho 

Stevens 

Curtis 

Mathias 

Thurmond 

Dlrksen 

Miller 

Tower 

Dole 

Mundt 

Williams,  Del. 

Dominick 

Murphy 

Young,  N.  Dak. 

Fannin 

Packwood 

S  8872 

NAYS— 59 

c< 

Allen 

Harris 

Mondale 

Anderson 

Hart 

Montoya 

Bayh 

Hartke 

Moss 

Bible 

Hatfield 

Muskie 

Burdick 

Holland 

Nelson 

Byrd,  Va. 

Hollings 

Pastore 

Byrd,  W.  Va. 

Hughes 

Proxmire 

Cannon 

Inouye 

Randolph 

Case 

Jackson 

Ribicoff 

Church 

Jordan,  N.C. 

Russell 

Cook 

Kennedy 

Sparkman 

Cranston 

Long 

Spong 

Dodd 

Magnuson 

Stennis 

Eagleton 

Mansfield 

Symington 

Eastland 

McCarthy 

Talmadge 

Ellender 

McClellan 

Ty  dings 

Ervin 

McGee 

Williams,  N.J. 

Fulbright 

McGovern 

Yarborough 

Gore 

McIntyre 

Young,  Ohio 

Gravel 

Metcalf 
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So  the  amendment  of  Mr.  Williams 
of  Delaware  was  rejected. 

Mr.  MANSFIELD.  Mr.  President,  I 
move  to  reconsider  the  vote  by  which 
the  amendment  was  rejected. 

Mr.  LONG.  I  move  to  lay  that  motion 
on  the  table. 

The  motion  to  lay  on  the  table  was 

£l£^I*60(l  to. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  send  to  the  desk  an  amend¬ 
ment  and  ask  that  it  be  stated. 

The  PRESIDING  OFFICER  (Mr. 
Cranston  in  the  chair) .  The  amendment 
will  be  stated. 

The  bill  clerk  proceeded  to  read  the 
amendment. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  ask  unanimous  consent  that 
further  reading  of  the  amendment  be 
dispensed  with. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered,  and  the 
amendment  will  be  printed  in  the 
Record. 

The  amendment,  ordered  to  be  printed 
in  the  Record,  is  as  follows: 

At  the  end  of  the  bill  add  a  new  section, 
as  follows: 

“Sec.  4.  Termination  of  Investment  Credit 
“(a)  In  General. — Subpart  B  of  part  IV  of 
subchapter  A  of  chapter  1  of  the  Internal 
Revenue  Code  of  1954  (relating  to  rules 
for  computing  credit  for  investment  in  cer¬ 
tain  depreciable  property)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
section: 

“  ‘Sec.  49.  Termination  of  Credit 
“  *(a)  General  Rule— For  purposes  of  this 
subpart,  the  term  “section  38  property”  does 
not  include  property — • 

“‘(1)  the  physical  construction,  recon¬ 
struction,  or  erection  of  which  is  begun  aft¬ 
er  April  18,  1969,  or 

‘“(2)  which  is  acquired  by  the  taxpayer 
after  April  18,  1969, 
other  than  pre-termination  property. 

“‘(b)  Pre-Termination  Property. — For 
purposes  of  this  section — 

“‘(1)  Binding  contracts. — Any  property 
shall  be  treated  as  pre- termination  property 
to  the  extent  that  such  property  is  con¬ 
structed,  reconstructed,  erected,  or  acquired 
pursuant  to  a  contract  which  was,  on  April 
18,  1969,  and  at  all  times  thereafter,  binding 
on  the  taxpayer. 

“  ‘(2)  Equipped  building  rule. — If — 

“  ‘(A)  pursuant  to  a  plan  of  the  taxpayer 
in  existence  on  April  18,  1969  (which  plan 
was  not  substantially  modified  at  any  time 
after  such  date  and  before  the  taxpayer 
placed  the  equipped  building  in  service) ,  the 
taxpayer  has  constructed,  reconstructed, 
erected,  or  acquired  a  building  and  the  ma¬ 
chinery  and  equipment  necessary  to  the 
planned  use  of  the  building  by  the  taxpayer 
and 


“  '(B)  more  than  50  percent  of  the  aggre¬ 
gate  adjusted  basis  of  all  the  property  of  a 
character  subject  to  the  allowance  for  de¬ 
preciation  making  up  such  building  as  so 
equipped  is  attributable  to  either  property 
the  construction,  reconstruction,  or  erection 
of  which  was  begun  by  the  taxpayer  before 
April  19,  1969,  or  property  the  acquisition  of 
which  by  the  taxpayer  occurred  before  such 
date, 

then  all  property  comprising  such  building 
as  so  equipped  (and  any  incidental  property 
adjacent  to  such  building  which  is  neces¬ 
sary  to  the  planned  use  of  the  building) 
shall  be  pretermination  property.  For  pur¬ 
poses  of  subparagraph  (B)  of  the  preceding 
sentence,  the  rules  of  paragraphs  (1)  and  (4) 
shall  be  applied.  For  purposes  of  this  para¬ 
graph,  a  special  purpose  structure  shall  be 
treated  as  a  building. 

“  ‘(3)  Plant  facility  rule. — 

“‘(A)  General  rule.- — If — 

“  ‘(i)  pursuant  to  a  plan  of  the  taxpayer  in 
existence  on  April  18,  1969  (which  plan  was 
not  substantially  modified  at  any  time  after 
such  date  and  before  the  taxpayer  placed  the 
plant  facility  in  service) ,  the  taxpayer  has 
constructed,  reconstructed,  or  erected  a  plant 
facility,  and  either 

“'(ii)  the  construction,  reconstruction,  or 
erection  of  such  plant  facility  was  com¬ 
menced  by  the  taxpayer  before  April  19,  1969, 

■  or 

"  ‘(iii)  more  than  50  percent  of  the  aggre¬ 
gate  adjusted  basis  of  all  the  property  of  a 
character  subject  to  the  allowance  for  de¬ 
preciation  making  up  such  plant  facility  is 
attributable  to  either  property  the  construc¬ 
tion,  reconstruction,  or  erection  of  which  was 
begun  by  the  taxpayer  before  April  19,  1969, 
or  property  the  acquisition  of  which  by  the 
taxpayer  occurred  before  such  date, 
then  all  property  comprising  such  plant  fa¬ 
cility  shall  be  pre-termination  property.  For 
purposes  of  clause  (iii)  of  the  preceding  sen¬ 
tence,  the  rules  of  paragraphs  (1)  and  (4) 
shall  be  applied. 

“‘(B)  Plant  facility  defined. — For  pur¬ 
poses  of  this  paragrah,  the  term  “plant  fa¬ 
cility”  means  a  facility  which  does  not  in¬ 
clude  any  building  (or  of  which  buildings 
constitute  an  insignificant  portion)  and 
which  is — • 

“‘(i)  a  self-contained,  single  operating 
unit  or  processing  operation, 

“‘(ii)  located  on  a  single  site,  and 
“  ‘(iii)  identified,  on  April  18,  1969,  in  the 
purchasing  and  internal  financial  plans  of 
the  taxpayer  as  a  single  unitary  project. 

“  ‘(C)  Special  Rule. — For  purposes  of  this 
subsection,  if — • 

‘‘‘(i)  a  certificate  of  convenience  and 
necessity  has  been  issued  before  April  19, 
1969,  by  a  Federal  regulatory  agency  with 
respect  to  two  or  more  plant  facilities  which 
are  included  under  a  single  plan  of  the  tax¬ 
payer  to  construct,  reconstruct,  or  erect  such 
plant  facilities,  and 

“  ‘(ii)  more  than  50  percent  of  the  aggre¬ 
gate  adjusted  basis  of  all  the  property  of  a 
character  subject  to  the  allowance  for  de¬ 
preciation  making  up  such  plant  facilities 
is  attributable  to  either  property  the  con¬ 
struction,  reconstruction,  or  erection  of  which 
was  begun  by  the  taxpayer  before  April  19, 
1969,  or  property  the  acquisition  of  which 
by  the  taxpayer  occurred  before  such  date, 
such  plant  facilities  shall  be  treated  as  a 
single  plant  facility. 

“  ‘(D)  Commencement  of  construction. — 
For  purposes  of  subparagraph  (A)  (ii) ,  the 
construction,  reconstruction,  or  erection  of  a 
plant  facility  shall  not  be  considered  to  have 
commenced  until  construction,  reconstruc¬ 
tion,  or  erection  has  commenced  at  the  site 
of  such  plant  facility.  The  preceeding  sen¬ 
tence  shall  not  apply  if  the  site  of  such  plant 
facility  is  not  located  on  land. 

“‘(4)  Machinery  or  equipment  rule. — 
Any  piece  of  machinery  cxr  equipment — 

“  ‘(A)  more  than  50  percent  of  the  parts 


and  components  of  which  (determined  on 
the  basis  of  ocxst)  were  held  by  the  taxpayer 
on  April  18,  1969,  or  are  acquired  by  the  tax¬ 
payer  pursuant  to  a  binding  contract  which 
was  in  effect  on  such  date,  for  inclusion  or 
use  in  such  piece  of  machinery  or  equip¬ 
ment,  and 

“‘(B)  the  cost  of  the  parts  and  compo¬ 
nents  of  which  is  not  an  insignificant  por¬ 
tion  of  the  total  cost,  shall  be  treated  as 
property  which  is  pretermination  property. 

“‘(5)  Certain  lease-back  transactions, 
etc. — Where  a  person  who  is  a  party  to  a 
binding  contract  described  in  paragraph  (1) 
transfers  rights  in  such  contract  (or  in  the 
property  to  which  such  contract  relates) 
to  another  person  but  a  party  to  such  con¬ 
tract  retains  a  right  to  use  the  property 
under  a  lease  with  such  other  person,  then 
to  the  extent  of  the  transferred  rights  such 
other  person  shall,  for  purposes  of  paragraph 
( 1 ) ,  succeed  to  the  position  of  the  transferor 
with  respect  to  such  binding  contract  and 
such  property.  In  any  case  in  which  the 
lessor  does  not  make  an  election  under  sec¬ 
tion  48(d)  — 

“  ‘(A)  the  preceding  sentence  shall  apply 
only  if  a  party  to  the  contract  retains  the 
right  to  use  the  property  under  a  lease  for 
a  term  of  at  least  one  year;  and 

“  '(B)  if  such  use  is  retained,  the  lessor 
shall  be  deemed  for  the  purposes  of  section 
47  as  having  made  a  disposition  of  the  prop¬ 
erty  at  such  time  as  the  lessee  loses  the 
right  to  use  the  property. 

For  purposes  of  subparagraph  (B),  if  the 
lessee  transfers  the  lease  in  a  transfer  de¬ 
scribed  in  paragraph  (7),  the  lessee  shall  be 
considered  as  having  the  right  to  use  of  the 
property  so  long  as  the  transferee  has  such 
use. 

“  “(6)  Certain  lease  and  contract  obliga¬ 
tions. — 

“  ‘(A)  Where,  pursuant  to  a  binding  lease 
or  contract  to  lease  in  effect  on  April  18,  1969, 
a  lessor  or  lessee  is  obligated  to  construct, 
reconstruct,  erect,  or  acquire  property  speci¬ 
fied  in  such  lease  or  contract,  any  property 
so  constructed,  reconstructed,  erected,  or 
acquired  by  the  lessor  or  lessee  shall  be  pre¬ 
termination  property.  In  the  case  of  any 
project  which  includes  property  other  than 
the  property  to  be  leased  to  such  lessee,  the 
preceding  sentence  shall  be  applied,  in  the 
case  of  the  lessor,  to  such  other  property  only 
if  the  binding  leases  and  contracts  with  all 
lessees  in  effect  on  April  18,  1969,  cover  real 
property  constituting  25  percent  or  more  of 
the  project  (determined  on  the  basis  of  rental 
value) .  For  purposes  of  the  preceding  sen¬ 
tences  of  this  paragraph,  in  the  case  of  any 
project  where  one  or  more  vendor-vendee 
relationships  exist,  such  vendors  and  ven¬ 
dees  shall  be  treated  as  lessors  and  lessees. 

“  ‘(B)  Where,  in  order  to  perform  a  bind¬ 
ing  contract  or  contracts  in  effect  on  April  18, 
1969,  (i)  the  taxpayer  is  required  to  con¬ 
struct,  reconstruct,  erect,  or  acquire  prop¬ 
erty  specified  in  any  order  of  a  Federal  reg¬ 
ulatory  agency  for  which  application  was 
filed  before  April  19,  1969,  (ii)  the  property 
is  to  be  used  to  transport  one  or  more  prod¬ 
ucts  under  such  contract  or  contracts,  and 
(iii)  one  or  more  parties  to  the  contract  or 
contracts  are  required  to  take  or  to  pro¬ 
vide  more  than  50  percent  of  the  products 
to  be  transported  over  a  substantial  portion 
of  the  expected  useful  life  of  the  property, 
then  such  property  shall  be  pre-termination 
property. 

“‘(7)  Certain  transfers  to  be  disre¬ 
garded. — 

“‘(A)  If  property  or  rights  under  a  con¬ 
tract  are  transferred  in — 

“‘(i)  a  transfer  by  reason  of  death,  or 

“‘(ii)  a  transaction  as  a  result  of  which 
the  basis  of  the  property  in  the  hands  of  the 
transferee  is  determined  by  reference  to  its 
basis  in  the  hands  of  the  transferor  by  rea¬ 
son  of  the  application  of  section  332,  351, 
361,  371  (a) ,  374(a) ,  721,  or  731, 
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and  such  property  (or  the  property  acquired 
under  such  contract)  would  be  treated  as 
pre-termination  property  in  the  hands  of  the 
decedent  or  the  transferor,  such  property 
shall  be  treated  as  pre-termination  prop¬ 
erty  in  the  hands  of  the  transferee. 

‘“(B)  If— 

“‘(1)  property  or  rights  under  a  contract 
are  acquired  in  a  transaction  to  which  sec¬ 
tion  334(b)  (2)  applies, 

“  ‘ (ii)  the  stock  of  the  distributing  corpo¬ 
ration  was  acquired  before  April  19,  1969,  or 
pursuant  to  a  binding  contract  in  effect 
April  18,  1969,  and 

“  ‘(iii)  such  property  (or  the  property  ac¬ 
quired  under  such  contract)  would  be  treated 
as  pre -termination  property  in  the  hands  of 
the  disturbing  corporation, 
such  property  shall  be  treated  as  pre-termi¬ 
nation  property  in  the  hands  of  the  dis¬ 
tributee.  , 

“‘(8)  Property  acquired  from  affiliated 
corporation. — For  purposes  of  this  subsec¬ 
tion,  in  the  case  of  property  acquired  by  a 
corporation  which  is  a  member  of  an  affil¬ 
iated  group  from  another  member  of  the 
same  group — 

“  ‘(A)  such  corporation  shall  be  treated  as 
having  acquired  such  property  on  the  date 
on  which  it  was  acquired  by  such  other 
member, 

“  ‘(B)  such  corporation  shall  be  treated  as 
having  entered  into  a  binding  contract  for 
the  construction,  reconstruction,  erection,  or 
acquisition  of  such  property  on  the  date  on 
which  such  other  member  entered  into  a 
contract  for  the  construction,  reconstruction, 
erection,  or  acquisition  of  such  property,  and 
“  ‘(C)  such  corporation  shall  be  treated  as 
having  commenced  the  construction,  recon¬ 
struction,  or  erection  of  such  property  on  the 
date  on  which  such  other  member  com¬ 
menced  such  construction,  reconstruction,  or 
erection. 

For  purposes  of  this  subsection  and  subsec¬ 
tion  (c) ,  a  contract  between  two  members  of 
an  affiliated  group  shall  not  be  treated  as  a . 
binding  contract  as  between  such  members. 
For  purposes  of  the  preceding  sentences,  the 
term  “affiliated  group”  has  the  meaning  as¬ 
signed  to  it  by  section  1504(a),  except  that 
all  corporations  shall  be  treated  as  includible 
corporations  (without  any  exclusion  under 
section  1504(b) ) . 

“‘(9)  Barges  for  ocean-going  vessels. — 
In  the  case  of  any  ocean-going  vessel  which 
is — 

"‘(A)  pre-termination  property, 

“‘(B)  constructed  under  a  binding  con¬ 
tract  which  was  in  effect  on  April  18,  1969, 
to  which  the  Maritime  Administration,  De¬ 
partment  of  Commerce,  is  a  party,  and 
“  ‘(C)  designed  to  carry  barges, 
then  the  barges  specified  in  such  contract 
(not  in  excess  of  the  number  specified  in 
such  contract)  constructed,  reconstructed, 
erected,  or  acquired  for  use  with  such  vessel, 
together  with  the  machinery  and  equipment 
to  be  installed  on  such  barges  and  necessary 
for  their  planned  use,  shall  be  treated  as 
pre-termination  property. 

“  ‘(10)  Certain  new-design  products. — 
Where — 

“‘(A)  on  April  18,  1969,  the  taxpayer  had 
undertaken  a  project  to  produce  a  product 
of  a  new  design  pursuant  to  binding  con¬ 
tracts  in  effect  on  such  date  which — 

“  ‘(i)  were  fixed-price  contracts  (except  for 
provisions  for  escalation  in  case  of  changes 
in  rates  of  pay) ,  and 

“  ‘(ii)  covered  more  than  60  percent  of  the 
entire  production  of  such  design  to  be  de¬ 
livered  by  the  taxpayer  before  January  1, 
1973,  and 

“‘(B)  oh  or  before  April  18,  1969,  more 
than  50  percent  of  the  aggregate  adjusted 
basis  of  all  property  of  a  character  subject 
to  the  allowance  for  depreciation  required  to 
carry  out  such  binding  contracts  was  property 
the  construction,  reconstruction,  or  erection 
of  which  had  been  begun  by  the  taxpayer. 


or  had  been  acquired  by  the  taxpayer  (or 
was  under  a  binding  contract  for  such  con¬ 
struction,  reconstruction,  erection,  or  ac¬ 
quisition)  , 

then  all  tangible  personal  property  placed 
in  service  by  the  taxpayer  before  January  1, 
1972,  which  is  required  to  carry  out  such 
binding  contracts  shall  be  deemed  to  be  pre¬ 
termination  property.  For  purposes  of  sub- 
paragraph  (B)  of  the  preceding  sentence, 
jigs,  dies,  templates,  and  similar  items  which 
can  be  used  only  for  the  manufacture  or 
assembly  of  the  production  under  the  project 
and  which  were  described  in  written  engi¬ 
neering  and  internal  financial  plans  of  the 
taxpayer  in  existence  on  April  18,  1969,  shall 
be  treated  as  property  which  on  such  date 
'was  under  a  binding  contract  for  construc¬ 
tion. 

“‘(c)  Leased  Property. — In  the  case  of 
property  which  is  leased  after  April  18,  1969 
(other  than  pursuant  to  a  binding  contract 
to  lease  entered  into  before  April  19,  1969), 
which  is  section  38  property  with  respect  to 
the  lessor  but  is  property  which  would  not 
be  section  38  property  because  of  the  applica¬ 
tion  of  subsection  (a)  if  acquired  by  the 
lessee,  and  which  is  property  of  the  same 
kind  which  the  lessor  ordinarily  sold  to 
customers  before  April  19,  1969,  or  ordinarily 
leased  before  such  date  and  made  an  elec¬ 
tion  under  section  48(d) ,  such  property  shall 
not  be  section  38  property  with  respect  to 
either  the  lessor  or  the  lessee. 

“‘(d)  Rate  of  Credit  Where  Property  Is 
Placed  in  Service  After  1970. — In  the  case  of 
property  placed  in  service  after  December 
31,  1970,  section  38  and  this  subpart  shall  be 
applied  by  reducing  the  7  percent  figure  of 
section  46(a)  (1)  by  one-tenth  of  1  percent 
for  each  full  calendar  month  between  No¬ 
vember  30,  1970,  and  the  date  on  which  the 
property  is  placed  in  service,  except  that  in 
the  case  of  property  placed  in  service  after 
December  31,  1974,  0  percent  shall  be  sub¬ 
stituted  for  7  percent.’  ” 

“(b)  Limitations  of  Use  of  Carryovers 
and  Carrybacks. — Section  46(b)  (relating  to 
carryback  and  carryover  of  unused  credits)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph : 

“‘(5)  Taxable  years  beginning  after 

DECEMBER  31,  1968,  AND  ENDING  AFTER  APRIL 

is,  1969. — The  amount  which  may  be  added 
under  this  subsection  for  any  taxable  year 
beginning  after  December  31,  1968,  and  end¬ 
ing  after  April  18,  1969,  shall  not  exceed  20 
percent  of  the  higher  of — 

“‘(A)  the  aggregate  of  the  investment 
credit  carrybacks  and  investment  credit  car¬ 
ryovers  to  the  taxable  year,  or 

“‘(B)  the  highest  amount  computed 
under  subparagraph  (A)  for  any  preceding 
taxable  year  which  began  after  December  31, 
1968,  and  ended  after  April  18,  1969.’  ” 

“(c)  Rules  Relating  to  Certain  Casual¬ 
ties  and  Thefts. — Section  47(a)  (4)  (relating 
to  rules  with  respect  to  section  38  property 
destroyed  by  casualty,  etc.)  is  amended  by 
adding  at  the  end  thereof  the  following. 

“‘Subparagraphs  (B)  and  (C)  shall  not 
apply  with  respect  to  any  casualty  or  theft 
occurring  after  April  18,  1969.  In  the  case  of 
any  casualty  or  theft  occurring  on  or  before 
April  18,  1969,  to  the  extent  of  any  replace¬ 
ment  after  such  date  (with  property  which 
would  be  section  38  property  but  for  section 
49)  this  part  shall  be  applied  without  regard 
to  section  49.’  ” 

“(d)  Conforming  Amendment. — The  table 
of  sections  for  subpart  B  of  part  IV  of  sub¬ 
chapter  A  of  chapter  1  (relating  to  rules  for 
computing  credit  for  investment  in  certain 
depreciable  property)  is  amended  by  adding 
at  the  end  thereof  the  following  new  item: 

“  ‘Sec.  49.  Termination  of  credit.’  ’’ 

Mr.  WILT  JAMS  of  Delaware.  Mr. 
President,  this  is  an  amendment  which 
should  receive  the  overwhelming  support 
of  both  sides  of  the  aisle.  We  have  heard 


much  said  today  about  the  fact  that 
Members  wanted  tax  reform  at  the  same 
time  we  extended  the  surtax.  This 
amendment  is  a  major  tax  reform.  It 
would  repeal  the  7-percent  investment 
credit.  On  an  annual  basis  this  credit 
represents  $3 14  billion  a  year  in  the  form 
of  a  subsidy  for  American  industry  at  a 
time  when  we  are  utilizing  only  84  per¬ 
cent  of  our  plant  capacity,  at  a  time  when 
one  of  our  major  problems  in  combating 
inflation  is  the  fact  that  there  are  strains 
on  the  money  market  and  strains  on  the 
demand  for  labor  and  materials.  Cer¬ 
tainly  this  is  not  the  time  to  keep  this 
subsidy  on  the  books. 

It  is  generally  admitted  by  all  con¬ 
cerned  that  last  year’s  restoration  of  the 
investment  credit  did  accelerate  the  in¬ 
flation  at  that  time.  The  administration 
is  now  asking  that  it  be  repealed.  The 
Democratic  policy  committee  in  the 
House  and  the  Senate  has  endorsed  the 
repeal.  Republicans  and  Democrats  have 
publicly  endorsed  this  repeal.  It  was 
voted  out  of  the  Finance  Committee  by 
9  to  8,  but  that  did  not  represent  the 
true  sentiment  of  the  committee  on  this 
measure,  as  I  am  sure  the  chairman  of 
the  committee  will  bear  me  out.  Many  of 
those  Members  who  were  not  ready  to 
report  the  bill  at  that  time  for  various 
reasons  say  they  are  in  favor  of  this  pro¬ 
posal.  Certainly  this  is  one  step  toward 
reform  that  we  can  take  today. 

As  I  have  stated,  it  not  only  would 
bring  in  $1.3  billion  in  the  next  fiscal 
year,  but  on  a  full  year’s  operation  it 
represents  about  $3.25  billion. 

Surely  with  all  of  the  great  speeches 
we  have  had  here  today  about  support 
of  tax  reform  everybody  must  be  look¬ 
ing  forward  to  this  vote.  We  can  get  tax 
reform  now  by  our  votes  on  this  amend¬ 
ment.  Now,  under  the  unanimous-con¬ 
sent  agreement,  we  have  this  amendment 
before  us.  This  is  an  opportunity  to  vote 
“yea”  and  close  this  subsidy  which  in  my 
opinion,  particularly  at  a  time  like  this, 
is  unwarranted. 

This  investment  credit  which  is  now 
on  the  books  means  that,  with  respect  to 
the  equipment  subject  to  the  credit,  in¬ 
dustry  is  in  effect  being  subsidized  7  per¬ 
cent  of  the  cost.  Certainly  at  a  time  when 
we  are  hearing  much  criticism  about  the 
farm  support  program  costing  too  much 
and  that  other  subsidies  must  be  rolled 
back  this  is  one  area  where  Congress  can 
act  by  repealing  this  tax  credit  and  take 
one  step  forward  toward  major  tax  re¬ 
form. 

Mr.  President,  I  withhold  the  remain¬ 
der  of  my  time. 

Mr.  MAGNUSON.  Mr.  President,  will 
the  Senator  yield? 

Mr.  WILLIAMS  of  Delaware.  I  yield. 

Mr.  MAGNUSON.  Mr.  President,  does 
not  the  Senator  believe  there  should  be 
some  further  consideration  of  the  repeal 
of  this  particular  tax  credit?  I  think  we 
should  hesitate  to  enact  a  complete  re¬ 
peal  of  the  investment  tax  credit  with¬ 
out  consideration  of  the  effects  on  some 
segments  of  the  business  community. 

For  instance,  we  must  consider  the 
time  lag  between  the  original  order  and 
the  delivery  date  on  certain  capital  in¬ 
vestments.  I  speak  from  what  we  see  in 
our  Committee  on  Commerce  and  in  the 
entire  transportation  field.  This  tax 
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credit  has  been  relied  upon  by  nearly  ev¬ 
eryone  in  the  transportation  field.  It 
involves  the  building  of  freight  cars, 
barge  lines,  the  delivery  of  airplanes,  and 
the  major  rolling  stock  of  nearly  every 
form  of  transportation. 

In  the  merchant  marine,  for  example, 
from  the  time  a  ship  is  ordered  to  the 
time  that  ship  is  put  into  operation  some¬ 
times  is  well  beyond  the  period  stated  in 
the  bill.  Perhaps  the  orders  were  made, 
based  on  legitimate  and  valid  assump¬ 
tions,  and  the  firms  involved  took  ad¬ 
vantage  of  this  particular  tax  credit  of  7 
percent.  As  a  result  of  circumstances  like 
these,  the  rolling  stock  of  all  types  of 
transportation  has  been  able,  heretofore, 
to  keep  up  with  demand.  But  repeal  of  the 
investment  tax  credit  without  regard  to 
this  problem  could  have  a  drastic  and 
immediate  effect. 

I  have  no  doubt  that  if  we  repeal  the 
entire  investment  tax  credit  there  will 
be  another  freight  problem,  another 
problem  on  the  railroads,  among  the  air¬ 
lines,  and  in  the  barge  lines — particu¬ 
larly  the  barge  lines — because  the  deliv¬ 
ery  date  of  capital  stock  in  those  fields 
is  months  or  even  years  after  the  initial 
order. 

I  shall  give  an  example.  When  airlines 
order  airplanes,  they  might  order  all  they 
need  within  a  2-month  period,  but  the 
planes  are  not  delivered  in  a  2-month 
period  because  the  contractor  can  only 
roll  out  so  many  so  fast. 

In  addition,  the  contractor  is  produc¬ 
ing  other  aircraft  which  our  Nation 
needs — some  jumbo  types  or  some  small¬ 
er  types — and  the  delivery  date  for  any 
particular  aircraft  may  be  far  down  the 
line  in  order  of  priority. 

Mr.  President,  these  are  some  of  the 
reasons  why  I  think  the  committee 
should  take  a  new  look  at  repeal  of  this 
tax  credit,  so  there  will  be  no  injustice 
to  industries  with  these  particular 
problems. 

I  hope  the  committee  will  consider 
this  matter  more  closely.  It  is  a  matter 
that  deserves  a  more  complete  hearing 
before  the  Senate  Committee  on  Finance. 

Mr.  WILLIAMS  of  Delaware.  I  agree. 
Hearings  should  be  and  were  held.  Ex¬ 
tended  hearings  were  held  in  the  House. 

Mr.  MAGNUSON.  I  am  speaking  about 
the  Senate  and  the  responsibility  of  the 
Senate. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  remind  the  Senator  that 
Senate  hearings  were  held  on  July  8,  9, 
11,  14,  and  15. 

Mr.  MAGNUSON.  I  know,  but  I  would 
suggest  that  the  particular  problems  I 
have  been  discussing  have  not  received 
as  complete  and  thorough  a  study  as 
they  deserve,  although  repeal  of  the  tax 
in  general  has  been  studied  extensively. 

Mr.  WILLIAMS  of  Delaware.  We  did 
hold  hearings  on  this  matter. 

The  PRESIDING  OFFICER.  The  time 
of  the  Senator  has  expired. 

Mr.  WILLIAMS  of  Delaware.  Mr.  Pres¬ 
ident,  I  yield  myself  2  additional  min¬ 
utes. 

The  PRESIDING  OFFICER.  The  Sen¬ 
ator  is  recognized. 

Mr.  WILLIAMS  of  Delaware.  Hearings 
were  held  in  July  for  5  days  on  this  sub¬ 
ject,  and  the  bill  has  been  reported  to 
the  Senate. 


I  remind  the  Senator  that  this  is  a 
measure  first  introduced  and  reported 
by  the  House  after  long  and  adequate 
hearing's.  It  was  reported  to  the  Senate 
by  the  Committee  on  Finance  after  5 
days  of  hearings.  So  all  of  this  has  been 
taken  care  of,  and  all  we  have  to  do  now 
is  vote. 

Mr.  ALLOTT  and  Mr.  TALMADGE 
addressed  the  Chair. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  I  yield  2  minutes  to  the  Sen¬ 
ator  from  Colorado. 

Mr.  ALLOTT.  Mr.  President,  I  have 
been  concerned  about  this  same  ques¬ 
tion  that  has  been  raised  by  the  Senator 
from  Washington.  I  should  like  to  ask 
the  Senator  one  or  two  questions.  The 
first  one  is:  Does  he  think  that  the  in¬ 
vestment  tax  credit  should  be  utilized  in 
its  imposition,  or  doing  away  with  it,  as 
a  means  of  controlling  the  fiscal  policy 
of  this  country? 

Mr.  WILLIAMS  of  Delaware.  Not  al¬ 
together. 

Mr.  ALLOTT.  As  one  of  the  elements. 

Mr.  WILLIAMS  of  Delaware.  Yes,  as 
one  of  the  elements.  Because  there  is 
no  question  that  when  the  investment 
credit  was  reinstated  plant  expansion 
did  accelerate;  there  is  no  question  that 
each  time  it  has  been  repealed  there  was 
a  slowdown.  At  this  time  that  is  what  we 
are  trying  to  promote.  I  do  not  believe 
there  is  any  question  but  that  this  is  an 
equally  important  part  of  the  inflation¬ 
ary  controlling  package. 

Mr.  ALLOTT.  Would  the  Senator  say 
that  he  feels  this  can  be  imposed  or 
taken  off  without  placing  the  various 
competitive  industries,  whether  it  be 
steel,  oil,  or  motors,  or  the  corner  grocery 
store,  whether  it  can  be  put  on  and  re¬ 
placed  without  placing  competing  indus¬ 
tries  and  competing  businesses  in  an 
unfair  competitive  situation? 

Mr.  WILLIAMS  of  Delaware.  I  do  not 
see  that  it  would  except  perhaps  that  it 
would  be  less  competitive  as  between 
industries - 

Mr.  ALLOTT.  No,  no - 

Mr.  WILLIAMS  of  Delaware  (continu¬ 
ing)  .  That  compete  with  foreign  coun¬ 
tries.  If  can  and  to  that  extent - 

Mr.  ALLOTT.  That  is  not  my  question. 
If  we  have  a  cut-off  date  of  the  1st  of 
April,  say,  and  one  company  has  com¬ 
mitted  itself  before  this  time  with  a  pur¬ 
chase  of  capital  investments,  and  another 
one  has  decided  it  is  in  its  best  interest 
to  put  it  off  until  the  last  half  of  the 
year,  and  it  is  imposed  as  of  the  15th  of 
April,  or  the  18th,  as  I  believe  it  is  in  the 
bill,  would  not  the  Senator  agree  that 
as  between  the  two  competing  businesses, 
it  places  one  in  an  unfair  competitive 
situation? 

Mr.  WILLIAMS  of  Delaware.  There  is 
no  question  that  that  situation  could 
arise  and  would  arise.  No  matter  what 
dates  wer-e  picked  we  would  find  the  same 
situation  developing,  and  perhaps  more 
so  with  other  dates.  The  same  inequities 
would  develop  when  two  companies 
bought  their  equipment  3  days  or  the 
day  before  the  bill  was  originally  en¬ 
acted;  one  lost  it,  but  the  other  got  it. 
When  we  take  a  bill  of  this  kind  we  can¬ 
not  help  having  such  an  inequity  develop 
whenever  we  do  it.  Frankly,  I  do  not  like 
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the  idea  of  having  this  on-again  off- 
again  tax  legislation.  I  personally  would 
prefer,  rather  than  ever  considering  re¬ 
storing  the  investment  credit  again,  the 
liberalization  of  the  depreciation  allow¬ 
ance.  Then  all  businessmen  could  com¬ 
pute  their  depreciation  rather  than  have 
a  subsidy. 

Mr.  ALLOTT.  I  want  to  say  that  I  agree 
with  the  Senator  on  that  point,  but  along 
the  same  line,  we  maintain  and  he  has 
just  discussed,  whether  it  would  apply 
to  the  removal  of  the  tax  investment 
credit.  The  same  inequities  that  the  Sen¬ 
ator  has  discussed  would  arise  upon  the 
repeal  of  the  income  tax  credit  as  be¬ 
tween  competing  industries  as  would  ap¬ 
ply  to  the  imposition  of  the  investment 
tax  credit. 

Mr.  WILLIAMS  of  Delaware.  That  is 
right. 

Mr.  ALLOTT.  The  Senator  mentioned 
the  date.  The  date  in  this  particular  bill 
is  April  18.  There  are  five  dates,  as  I  see 
it,  which  might  constitute  a  reasonable 
cutoff  date.  One  would  be  the  date  the 
President’s  message  came  up  to  Congress. 
One  would  be  the  date  it  was  introduced 
in  the  House.  One  would  be  the  date  the 
House  passed  it.  One  would  be  the  date 
the  Senate  passed  it.  The  last  would  be 
the  date  it  actually  became  law. 

In  this  case,  as  I  recall  the  facts,  the 
date  of  April  18  precedes  the  President’s 
message  by  3  days.  Will  the  Senator 
explain  that? 

Mr.  WILLIAMS  of  Delaware.  Yes.  It 
has  always  been  customary,  heretofore, 
that  on  a  change  in  tax  law,  such  as  is 
embraced  in  the  change  in  the  invest¬ 
ment  tax  credit,  whether  reinstatement 
or  repeal,  the  date  of  the  President’s 
message  would  be  the  effective  date.  Such 
a  date  was  utilized  in  preceding  actions, 
whether  we  repealed  or  enacted  the  tax 
credit. 

Now,  in  this  instance  the  reason  it  was 
rolled  back  the  3  days  is  that  in  some 
manner — which  I  do  not  understand,  and 
no  one  else  seems  to — there  apparent¬ 
ly  was  a  leak  on  the  administration’s 
decision.  The  President  on  Monday 
morning,  April  21,  recommended  repeal 
of  the  investment  tax  credit  as  of  mid¬ 
night  Sunday  night,  or  effective  that 
day.  Later  it  was  called  to  our  attention 
in  the  committees  that  on  the  Sunday 
just  preceding  the  President’s  message, 
about  $900  million  worth  of  equipment 
had  been  purchased  by  companies  which 
had  opened  up  their  offices  on  a  Sunday 
and  bought  in  order  to  get  ahead  of  the 
deadline.  The  Ways  and  Means  Com¬ 
mittee  and  our  committee  concurring 
felt  that  in  all  fairness  we  would  have  to 
roll  the  date  back  to  April  18  so  that  at 
least  the  inequity  would  be  on  a  basis 
of  all  getting  caught  without  any  ad¬ 
vance  information.  I  understand  there 
were  about  $900  million  involved  in  pur¬ 
chases  by  one  or  two  companies;  so  for 
that  reason  the  committee  rolled  it  back 
to  the  18th  of  April  date,  which  was 
agreed  upon  by  both  tax  writing 
committees. 

Mr.  ALLOTT.  But  since  the  practice 
has  been  to  take  it,  upon  the  basis  of 
tax  matters,  as  of  the  date  of  the  Presi¬ 
dent’s  message,  does  the  Senator  not 
hink  that  this  is  bad  practice,  to  roll  it 
back,  when  the  average  business  man  in 
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the  United  States  did  not  have  access 
to  this  roll  back  and,  therefore,  might 
get  caught  in  the  trap  with  respect  to - 

Mr.  WILLIAMS  of  Delaware.  No;  I  do 
not  think  anyone  got  caught  in  a  trap, 
because  the  average  businessman  does 
not  normally  open  his  office  and  buy 
$800  or  $900  million  worth  of  equipment 
on  a  Sunday. 

Most  businesses  are  closed  on  Satur¬ 
day  and  Sunday.  When  one  opens  an  of¬ 
fice  on  a  Saturday  or  Sundays  and  buys 
such  a  large  amount  of  equipment  it  is 
usually  for  a  specific  purpose.  Thus  I  do 
not  believe  that  anyone  got  caught  in  this 
particular  case. 

Mr.  ALLOTT.  I  thank  the  Senator 
from  Delaware  very  much. 

Mr.  MILLER.  Mr.  President,  will  the 
Senator  from  Delaware  yield? 

Mr.  WILLIAMS  of  Delaware.  I  yield  1 
minute  to  the  Senator  from  Iowa. 

The  VICE  PRESIDENT.  The  Senator 
from  Iowa  is  recognized  for  1  minute. 

Mr.  MILLER.  I  should  like  to  add  to 
what  the  Senator  from  Delaware  has  had 
to  say  in  response  to  the  questions  of  the 
Senator  from  Colorado. 

As  I  understand  it,  what  is  done  is  to 
pick  a  date,  after  which  the  public  in 
general  could  be  said  to  have  been  placed 
on  notice.  I  suggest  to  the  Senator  from 
Colorado  that  April  1  would  be  another 
date  that  could  be  used,  because  that  is 
the  date  when  the  report  on  the  Joint 
Economic  Committee  came  out  and  the 
majority  opinion  recommended  repeal  of 
the  investment  tax  credit.  So,  from  that 
standpoint  one  could  say  that  the  general 
public  was  placed  on  notice  that  this  was 
in  the  picture  and  perhaps  even  more  so. 

Mr.  TALMADGE.  Mr.  President,  I  yield 
myself  such  time  as  I  may  require. 

The  VICE  PRESIDENT.  The  Senator 
from  Georgia  is  recognized. 

Mr.  TALMADGE.  Mr.  President,  al¬ 
most  every  Senator  that  I  have  talked 
with  is  in  favor  of  the  investment  tax 
credit.  The  Finance  Committee  has  twice 
voted  to  repeal  it.  Each  time  we  have 
made  it  clear  that  we  intend  to  repeal  it 
as  of  April  18,  1969,  the  date  contained 
in  the  committee  report  and  the  House 
version  of  H.R.  12290  and  in  the  amend¬ 
ment  offered  by  the  Senator  from 
Delaware. 

I  also  point  out  the  Democratic  Policy 
Committee  unanimously  had  pledged  it¬ 
self  accordingly.  But  the  bill  to  repeal 
it  is  yet  to  be  perfected,  even  though  the 
Finance  Committee  reported  it. 

As  a  matter  of  fact,  Mr.  President,  the 
bill  came  before  the  Finance  Committee 
in  executive  session,  several  Senators 
had  perfecting  amendments  they  in¬ 
tended  to  offer.  We  did  not  have  a  chance 
to  offer  a  single  amendment,  not  even 
to  cross  a  “t”  or  dot  an  “i”. 

There  are  many  provisions  of  this  bill 
that  do  indeed  need  careful  study.  The 
investment  tax  credit  is  one  of  them  that 
needs  the  most  study  of  all. 

The  amendment  I  had  intended  to 
offer  in  the  Finance  Committee,  and  I 
had  every  reason  to  believe  it  would  have 
been  accepted  because  I  had  talked  to 
Members  on  both  sides  of  the  aisle,  re¬ 
lated  to  the  harsh  effect  of  the  phase-out 
rules  on  a  business  which  must  of  neces¬ 
sity  order  its  assets  well  in  advance  of 


the  expected  delivery  date.  It  would  also 
relieve  the  harsh  effect  of  the  carryover 
rules  contained  in  the  House  version. 

Several  Senators  have  indicated  that 
they  want  to  offer  amendments  to  pre¬ 
serve  some  part  of  the  investment  tax 
credit  for  small  business  and  for  farm¬ 
ing.  I  might  say  that  a  number  of 
amendments  have  been  offered  with  this 
purpose  in  mind.  Senator  Stevens,  of 
Alaska,  has  introduced  amendments  to 
try  and  preserve  the  credit  for  invest¬ 
ments  in  depressed  areas.  We  should  ex¬ 
plore  that  before  we  finally  vote  on  the 
repeal  rules.  There  are  Senators  who 
want  to  try  and  do  something  for  the 
transportation  industry,  the  rolling  stock 
of  railroad,  and  so  on.  We  should  explore 
that  question  in  committee. 

The  so-called  Lockheed  amendment 
contained  in  the  House  bill  is  drafted  in 
such  a  way  that  it  does  an  injustice  to 
the  Douglas  Aircraft  Co.,  which  com¬ 
petes  with  Lockheed  in  the  airbus 
market.  We  should  not  give  either  one  of 
those  companies  a  competitive  advantage 
over  the  other.  Rather,  we  should  try  to 
treat  them  both  alike. 

Senator  Proxmire  wants  to  delete  the 
Lockheed  amendment.  Senator  Syming¬ 
ton  wants  to  extend  it  to  Douglas  Air¬ 
craft. 

The  lease  rules  which  the  House  wrote 
into  the  repeal  bill  are  deficient  in  a 
number  of  respects,  making  them  very 
inequitable,  depending  on  how  the  tax¬ 
payer  worked  out  his  lease  arrangement. 

The  House  provision  respecting  the  tax 
credit  for  barges  used  on  the  modern  new 
barge-carrying  cargo  ships  is  deficient  in 
that  only  the  subsidized  lines  get  relief. 
We  should  explore  this  question  in 
greater  detail  in  committee  and  try  to 
bring  some  equity  into  the  provision  so 
that  the  nonsubsidized  shipping  lines  will 
not  be  further  discriminated  against. 

The  VICE  PRESIDENT.  The  time  of 
the  Senator  has  expired. 

Mr.  TALMADGE.  I  yield  myself  3  ad¬ 
ditional  minutes. 

The  coal  industry  and  the  oxygen  and 
compressed  gas  industries  also  have  a 
legitimate  complaint  about  the  House 
bill.  They  were  covered  and  protected 
with  respect  to  their  contractual  com¬ 
mitments  by  the  investment  credit  sus¬ 
pension  bill  in  1966.  The  House  adopted 
all  of  the  1966  transitional  rules  except 
for  this  one  dealing  with  coal  and  oxy¬ 
gen  contracts.  Some  of  the  members  of 
the  Finance  Committee  are  still  unable 
to  understand  the  logic  of  the  House 
action,  and  we  want  to  inquire  into  that 
matter  further. 

These  are  just  some  of  the  reasons  why 
we  would  be  premature  if  we  acted  on 
the  Williams  amendment  at  this  time. 

As  for  business  certainty,  I  think  that 
by  now  business  is  certain  the  invest¬ 
ment  tax  credit  is  going  to  be  repealed. 
I  think  by  now  business  is  certain  that 
the  repeal  date  is  going  to  be  April  18. 
Against  this  background,  I  do  not  believe 
that  business  has  a  right  to  think  that 
the  investment  tax  credit  is  not  going  to 
be  repealed,  and  they  ought  to  go  ahead 
and  make  their  business  plans  and  com¬ 
mitments  on  the  very  definite  assump¬ 
tion  that  the  credit  is  going  to  be  re¬ 
pealed. 


But,  I  say  again,  we  should  repeal  it 
only  after  the  Finance  Committee  has 
had  an  opportunity  to  explore,  discuss, 
and  vote  on  the  inequities  in  the  House 
bill. 

I  may  say  that  I  have  discussed  this 
matter  with  some  members  of  the  Ways 
and  Means  Committee.  They  think  it 
needs  clarifying  action.  Members  of  the 
staff  are  unanimous  in  their  view  that  it 
needs  clarification,  perfection,  and 
amendment.  The  provisions  of  this  bill, 
as  presently  written,  take  money  from 
taxpayers,  not  only  retroactively,  but 
take  money  from  taxpayers  back  to  the 
time  that  the  President  of  the  United 
States  made  his  recommendation. 

Mr.  LONG.  Mr.  President,  will  the 
Senator  yield? 

Mr.  TALMADGE.  I  am  delighted  to 
yield  to  my  distinguished  chairman. 

Mr.  LONG.  Something  was  said  about 
hearings.  We  conducted  2  weeks  of 
hearings.  Just  look  at  this  list  of  wit¬ 
nesses.  We  heard  from  the  whole  broad 
spectrum  of  the  economy — members  of 
industry,  farmers,  laborers,  and  every¬ 
body  else.  Everybody  who  is  affected  by 
it  came  in  to  describe  the  inequities  the 
bill  contained.  The  gist  of  their  position 
was,  “If  you  are  going  to  repeal,  please 
do  justice;  please  do  equity.  You  would  be 
unfair  if  you  did  it  only  for  one  taxpayer 
or  group  of  taxpayers  and  did  not  do  it 
for  us.” 

For  example,  on  the  so-called  barge 
amendment,  the  unsubsidized  people  say 
it  is  completely  unfair:  “We  are  in  much 
worse  shape  than  the  subsidized  steam¬ 
ship  companies  of  the  country.”  Because 
we  are  proposing  to  except  the  subsidized 
people  from  the  repeal  of  the  investment 
tax  credit,  and  these  poor  unsubsidized 
people  do  not  get  such  an  exception,  they 
ask,  “What  kind  of  justice  is  that?” 

Certainly,  if  we  give  it  to  one,  we 
should  give  it  to  others. 

The  Senator  from  Missouri  (Mr. 
Symington)  says,  “If  you  are  going  to 
do  it  for  Lockheed,  you  should  do  it  for 
Douglas  as  well.” 

The  Senator  from  Wisconsin  (Mr. 
Proxmire)  says,  “You  should  not  do  it 
for  either  one.” 

So  if  this  question  is  to  be  considered, 
we  ought  to  be  able  to  vote  on  both 
amendments,  one  to  give  to  Douglas  the 
same  benefit  we  gave  to  Lockheed;  and 
the  other  not  to  give  it  to  either  one 
of  them. 

This  volume  contains  nothing  but  530 
pages  of  inequities.  Read  it.  And  we  did 
not  vote  on  a  single  one  of  them,  as  the 
distinguished  Senator  from  Georgia  has 
indicated. 

Mr.  TALMADGE.  The  distinguished 
Senator  is  entirely  correct.  I  hold  in 
my  hand  a  list  of  19  witnesses  who  ap¬ 
peared  before  the  Finance  Committee, 
every  one  of  them  complaining  of  in¬ 
equities  in  the  phaseout  of  the  invest¬ 
ment  tax  credit. 

I  ask  unanimous  consent  at  this  point 
that  it  be  inserted  in  the  Record. 

There  being  no  objection,  the  list  was 
ordered  to  be  printed  in  the  Record,  as 
follows ; 

Roscoe  L.  Egger,  Jr.,  U.S.  Chamber  of  Com¬ 
merce. 

G.  W.  James,  Air  Transport  Association.. 
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Peter  K.  Nevitt,  GATX,  Armco,  Boothe. 

John  B.  Huffaker,  Federal  Tax  Committee 
of  the  Greater  Philadelphia  Chamber  of 
Commerce. 

Harry  A.  Poth,  Jr.,  Minnesota  Power  and 
Light  Company. 

Thomas  M.  Goodfellow,  Association  of 
American  Railroads. 

Edwin  A.  Locke,  Jr.,  American  Paper  In¬ 
stitute. 

Herbert  B.  Cohn,  Edison  Electric  Institute. 

Walker  L.  Clsler,  The  Detroit  Edison  Com¬ 
pany. 

Bradford  S.  Magill;  Naylon,  Huber,  Magill; 
Lawrence  and  Farrell,  attorneys. 

Reeves  E.  Ritchie,  President,  Arkansas 
Power  and  Light  Company. 

Charles  I.  Derr,  Machinery  and  Allied 
Products  Institute. 

T.  F.  Patton,  Republic  Steel  Corporation. 

And  these  witnesses  testified  in  op¬ 
position  to  the  special  limitation  on  the 
use  of  accumulated  tax  credits: 

Roscoe  L.  Egger,  Jr.,  U.S.  Chamber  of  Com¬ 
merce. 

Thomas  M.  Goodfellow,  Association  of 
American  Railroads. 

G.  W.  James,  Air  Transport  Association. 

Eric  A.  Trigg,  Alcan  Aluminum  Corpora¬ 
tion. 

John  M.  Randolph,  Computer  of  Lessors 
Association,  Inc. 

Edwin  A.  Locke,  Jr,,  American  Paper  In¬ 
stitute. 

Mr.  LONG.  One  of  the  witnesses, 
speaking  for  agriculture,  said  complete 
repeal  would  not  be  fair  to  agriculture 
and  asked  for  an  exemption.  Another  one 
spoke  for  the  paper  industry,  saying, 
“You  ought  to  consider  our  particular 
problem.” 

The  House  added  five  amendments  to 
take  care  of  these  types  of  situations, 
in  some  cases  to  take  care  of  a  single 
company.  Now  all  of  these  other  people 
are  saying,  ‘‘If  you  are  going  to  consider 
their  problem,  you  ought  to  do  justice 
for  our  problem.” 

Mr.  TALMADGE.  All  we  would  be  do¬ 
ing  would  be  simply  ignoring  the  pleas 
of  the  witnesses  who  came  before  the 
committee.  The  trouble  is  we  are  in  the 
dark,  sailing  on  without  knowing  what 
we  are  doing. 

Mr.  SPARKMAN.  Mr.  President,  will 
the  Senator  yield? 

Mr.  TALMADGE.  I  yield. 

Mr.  SPARKMAN.  I  recognize  the  con¬ 
ditions  under  which  we  are  proceeding  at 
the  present  time,  but  I  submitted  to  the 
committee  an  amendment  which  I  felt 
was  entirely  just. 

Mr.  TALMADGE.  We  did  not  have  a 
chance  to  consider  the  amendment  of 
the  Senator  from  Alabama. 

Mr.  SPARKMAN.  That  is  what  I  am 
saying. 

Mr.  TALMADGE.  We  did  not  have  a 
chance  to  consider  anything.  A  Senator 
moved  that  the  bill  be  reported.  The  mo¬ 
tion  was  put.  It  was  voted  on.  By  a  vote 
of  9  to  8,  it  was  reported  to  this  body.  I 
have  been  here  12  y2  years,  and  this  is 
the  first  time  I  have  seen  such  a  thing 
done  in  this  body. 

Mr.  SPARKMAN.  Let  me  remind  the 
Senator  that  the  amendment  I  had  in¬ 
tended  to  offer  would  have  provided  a 
good  deal  of  relief  for  small  businesses, 
which  today  are  under  heavy  financial 
pressure.  They  must  compete  with  for¬ 
eign  companies — having  the  advantage 
of  laws  comparable  to  our  investment 


credit — in  export  markets  and  through¬ 
out  this  country.  Small  U.S.  firms 
really  need  to  have  the  credit  con¬ 
tinued  in  order  to  bring  their  plants 
up  to  date  and  to  get  new  cost-cutting 
equipment.  This  is  highly  important  for 
the  balance  of  payments.  I  would  cer¬ 
tainly  want  that  amendment  to  receive 
attention  when  this  matter  was  brought 
up. 

Mr.  TALMADGE.  It  deserves  consid¬ 
eration. 

Mr.  SPARKMAN.  If  the  committee 
does  not  adopt  it,  I  propose  to  offer  it  as 
an  amendment  on  the  Senate  floor,  be¬ 
cause  I  think  it  is  just,  equitable,  and 
right.  I  certainly  want  an  opportunity 
to  present  it. 

Mr.  MANSFIELD.  Mr.  President,  will 
the  Senator  yield? 

Mr.  TALMADGE.  I  yield. 

Mr.  MANSFIELD.  Mr.  President,  I  wish 
the  Senate  to  take  seriously  the  remarks 
just  made,  because  they  were  not  made 
in  jest.  It  is  my  purpose,  at  the  appro¬ 
priate  time,  to  move  to  table  the  pending 
amendment.  Hopefully,  that  motion  will 
succeed.  If  it  does  not,  I  wish  to  assure 
the  Senate  that  what  will  develop — which 
will  go  beyond  the  hour  of  midnight,  in 
my  opinion — will  be  a  Christmas  tree 
bill,  because  I  have  it  on  excellent  au¬ 
thority  that  there  are  at  least  six  amend¬ 
ments  in  Senators’  hands,  and  perhaps 
27,  to  consider,  with  an  hour  on  each. 

Mr.  MUNDT.  Mr.  President,  will  the 
Senator  yield? 

Mr.  MANSFIELD.  I  yield. 

Mr.  MUNDT.  I  simply  want  to  appeal 
to  the  noble  sense  of  fair  play  that  the 
majority  leader  has  always  manifested, 
in  the  interests  of  future  tranquility  in 
the  Senate — we  have  to  get  unanimous 
consent  so  frequently  to  do  so  many 
things — I  express  the  hope  that  he  will 
not  move  to  table  this  Williams  amend¬ 
ment  until  the  Senator  from  Iowa  (Mr. 
Miller)  and  I,  who  have  an  amendment 
to  that,  will  have  a  chance  to  offer  it. 
Otherwise,  he  would  block  us  out  of 
offering  and  discussing  our  amendment. 

Mr.  MANSFIELD.  Oh,  no;  no  more 
than  we  would  be  blocking  a  lot  of  Sena¬ 
tors  over  here  who  have  amendments  to 
offer  to  the  Williams  amendment. 

Mr.  MUNDT.  If  we  are  going  to  estab¬ 
lish  a  practice,  Mr.  Majority  Leader;  if 
we  are  going  to  use  this  tactic  of  unani¬ 
mous  consent  in  this  kind  of  fashion,  to 
bar  us  from  offering  amendments 
through  taking  action  so  the  basic 
amendment  is  laid  on  the  table,  we  are 
going  to  have  a  lot  of  trouble  with  unan¬ 
imous  consent  requests  in  the  future. 

Mr.  MANSFIELD.  Mr.  President,  this 
is  not  through  unanimous  consent.  This 
will  be  a  tabling  motion,  and  I  have  dis¬ 
cussed  this  with  the  Senator  from  Dela¬ 
ware  and  the  minority  leader  before  the 
unanimous-consent  agreement  was  ar¬ 
rived  at  yesterday.  So  this  is  not  some¬ 
thing  being  pulled  out  of  the  hat. 

Several  Senators  addressed  the  chair. 

Mr.  TALMADGE.  Mr.  President,  I  had 
a  perfecting  amendment  in  mind  which 
I  intended  to  offer,  but  I  am  perfectly 
content  with  the  procedure  the  distin¬ 
guished  majority  leader  has  outlined.  I 
do  not  think  we  ought  to  write  tax  leg¬ 
islation  of  this  complexity  on  the  Senate 
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floor.  It  is  difficult  to  understand.  You 
need  the  advice  of  experts.  You  have  to 
sit  around  the  table.  Sometimes  highly 
competent  lawyers  will  differ  on  mean¬ 
ings.  You  have  to  analyze  it,  sometimes 
for  hours  and  sometimes  for  days  on  end. 

I  think  this  thing  ought  to  be  consid¬ 
ered  in  the  Committee  on  Finance,  where 
we  can  have  expert  testimony  from  the 
Treasury,  from  our  staff,  and  from  the 
Joint  Committee  on  Internal  Revenue, 
and  where  we  can  write  a  reasonable 
bill,  instead  of  trying  to  write  it  on  the 
floor  of  the  Senate.  This  is  an  impossi¬ 
bility. 

Mr.  LONG.  Mr.  President,  will  the 
Senator  yield? 

Mr.  TALMADGE.  I  am  happy  to  yield 
to  my  distinguished  chairman. 

Mr.  LONG.  Mr.  President,  I  have  dis¬ 
cussed,  with  Senators  on  this  side  of  the 
aisle — may  we  have  order? 

The  VICE  PRESIDENT.  The  Senate 
will  be  in  order. 

Mr.  LONG.  I  would  like  the  Senate  to 
hear  this.  I  have  discussed  with  Senators 
on  this  side  of  the  aisle  our  problem  with 
regard  to  amendments.  Let  us  take  a 
simple  example.  The  Senator  from  Geor¬ 
gia  (Mr.  Talmadge)  has  an  amendment 
that  should  be  agreed  to  if  the  Williams 
amendment  is  to  be  added  to  the  bill. 
He  would  have  to  offer  that  amendment 
before  the  Williams  amendment  comes 
to  a  final  vote;  otherwise,  he  would  be 
foreclosed  from  his  right  to  offer  the 
amendment.  He  would  lose  his  parlia¬ 
mentary  rights. 

Likewise,  other  Senators  have  good 
amendments  that  should  be  considered, 
that  they  would  like  to  offer.  But  if 
the  Williams  amendment  is  not  to  be 
agreed  to,  we  would  find  it  out  with  a  ta¬ 
bling  motion.  If  it  is  to  be  agreed  to, 
there  are  at  least  a  dozen  amendments  we 
will  have  to  consider,  and,  of  course, 
they  would  all  be  subject  to  debate.  How 
would  we  know  whether  the  amend¬ 
ment  is  likely  to  be  agreed  to  or  not, 
other  than  to  wait  until  all  the  time  is 
expired,  and  after  the  time  is  expired 
on  the  Williams  amendment,  move  to 
table? 

If  the  Williams  amendment  is  not  ta¬ 
bled,  the  Senator  from  Georgia  (Mr. 
Talmadge)  ,  the  Senator  from  Alabama 
(Mr.  Sparkman),  the  Senator  from 
Washington  (Mr.  Magnuson),  the  Sen¬ 
ator  from  Wisconsin  (Mr.  Proxmire)  , 
and  others  will  have  amendments  to 
offer.  They  are  content  not  to  offer  their 
amendments  if  this  amendment  is  not 
to  be  added  to  the  bill.  If  it  is  to  be  added 
to  the  bill,  then  they  want  to  offer  their 
amendments. 

How  better  to  get  a  test  of  strength, 
to  see  where  the  votes  are,  than  to  move 
to  table?  If  it  is  tabled,  we  will  consider 
all  these  other  amendments  in  the  Com¬ 
mittee  on  Finance  and  bring  the  in¬ 
vestment  tax  credit  bill  back  in  due 
course.  If  it  is  not  tabled,  Senators  will 
proceed  to  offer  amendments,  with  the 
understanding  that  it  is  to  be  added  to 
the  bill. 

Mr.  MUNDT.  Mr.  President,  will  the 
Senator  yield? 

Mr.  LONG.  I  yield. 

Mr.  MUNDT.  I  should  like  to  explain 
my  purpose.  I  have  been  around  here 
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quite  a  while.  I  think  the  minority  can 
always  find  a  way  to  express  itself,  and 
one  protective  device  one  can  always 
use,  even  when  you  dwindle  the  mi¬ 
nority  down  to  one  and  a  unanimous 
consent  is  requested  for  a  procedural 
device  such  as  we  have  here,  is  that  one 
Senator  can  object. 

Mr.  MANSFIELD.  What  unanimous 
consent? 

Mr.  MUNDT.  The  one  the  Senator 
made  yesterday  for  this  procedure. 

Mr.  MANSFIELD.  All  right;  and  if 
one  Senator  had  objected,  we  would  not 
have  a  bill  before  us,  and  the  surtax 
would  expire  at  midnight. 

Mr.  President,  the  Senator  from  Dela¬ 
ware  is  here  now;  I  will  ask  him  direct¬ 
ly,  if  I  may,  did  I  discuss  with  you  and 
the  minority  leader  and  other  Senators 
yesterday  the  possibility  of  a  tabling 
motion? 

Mr.  WILLIAMS  of  Delaware.  Yes.  Mr. 
President,  I  want  to  make  it  clear  that 
while  I  have  differed  with  the  views  of 
the  Senator  from  Montana  has  taken  on 
this  bill  before  us  today  he  has  been  fair, 
he  has  lived  up  to  everything  he  has  said, 
and  the  motion  to  table  is  in  order.  I  hope 
it  will  not  be  approved,  but  I  find  no  fault 
with  its  being  offered  or  the  procedure. 
I  want  to  make  it  clear  that  no  man 
in  the  Senate  could  have  been  more  fair 
than  the  majority  leader. 

I  say  to  the  Senator  from  South  Da¬ 
kota,  I  would  like  to  see  him  get  a  chance 
to  offer  his  amendment.  He  could  change 
his  amendment  and  make  it  eligible  for 
a  vote  as  a  separate  amendment,  but 
that,  too,  would  be  subject  to  a  tabling 
motion. 

I  want  it  clear  that  while  I  may  have 
differed  with  some  of  his  views,  the  Sen¬ 
ator  from  Montana  has  lived  up  to  every¬ 
thing  he  has  promised,  and  I  support  him 
completely  on  the  procedure  he  is  fol¬ 
lowing. 

Mr-.  MUNDT.  Mr.  President,  here  is 
one  Senator,  for  example,  whose  vote  on 
the  tabling  motion,  or  on  the  Williams 
amendment,  if  it  comes  to  a  vote,  would 
depend  in  part  upon  what  kind  of  atti¬ 
tude  the  Senate  has  expressed  in  con¬ 
nection  with  .the  amendment  I  have 
prepared.  It  has  been  introduced  and 
printed.  It  deals  with  small  business  and 
farm  exemptions. 

All  I  am  asking  is  the  right  to  offer 
that  amendment  to  the  Williams  amend¬ 
ment  before  we  table  it;  otherwise,  I 
have  no  vehicle  on  which  to  work.  I  could 
not  object  at  all,  having  offered  and 
argued  it,  if  any  Senator  or  the  majority 
leader  moved  to  table  my  amendment. 
That  certainly  is  a  perfectly  sound 
procedure. 

Mr.  MANSFIELD.  The  Senator  knows 
that  if  he  starts  this  procedure,  others 
will  follow,  and  first  thing  you  know,  it 
will  be  midnight  and  there  will  be  no 
extension  of  the  surtax.  We  are  facing 
this  situation  realistically. 

I,  for  one,  would  like  to  see  the  invest¬ 
ment  tax  credit  repealed.  As  I  say,  I  think 
there  are  12  Senators  on  this  side  of  the 
aisle  alone  with  as  many  as  27  amend¬ 
ments  and  there  may  be  as  many  on  the 
other  side  as  well.  I  do  not  intend  to  cut 
off  debate  if  this  measure  is  to  be  con¬ 
sidered  on  the  merits.  We  have  an  agree¬ 


ment.  But  every  minute  of  that  time  can 
be  used;  and  even  time  on  the  bill. 

It  is  my  intention  to  preserve  to  the 
best  of  my  ability,  the  rights  of  all  Sena¬ 
tors  having  an  interest.  And  this  applies 
to  many  other  Senators  besides  my  long¬ 
time  friend,  the  distinguished  senior 
Senator  from  South  Dakota;  he  is  not 
being  singled  out.  He  is  interested  in 
small  business  and  the  farmers.  What 
about  the  Senator  from  Wisconsin  (Mr. 
Proxmire)  who  is  he  interested  in?  What 
about  the  Senator  from  Missouri  (Mr. 
Symington)  ?  What  about  Senator 
Magnuson?  What  about  the  Senator 
from  Montana,  now  speaking,  and  his 
interest  in  the  transportation  industry, 
the  railroads?  They  want  some  relief, 
and  they  are  entitled  to  be  heard,  also. 

Furthermore,  let  me  say  this  before  I 
yield:  I  stated  yesterday  and  I  state 
again  today  that  the  investment  credit 
is  still  on  the  calendar,  along  with  the 
excise  tax  and  the  exemptions  for  the 
lower-income  groups.  I  have  given  my 
word  that  that  bill  will  be  brought  up 
before  October  1,  provided,  of  course, 
in  the  meantime  a  tax  reform  bill  is  laid 
before  the  Senate.  And  what  could  be 
more  fair? 

Mr.  LONG.  Before  November  1. 

Mr.  MANSFIELD.  Before  October  31, 
or  at  about  the  time  the  reform  bill  will 
be  reported. 

Mr.  PASTORE.  Mr.  President,  will  the 
Senator  yield? 

Mr.  MANSFIELD.  I  yield. 

Mr.  PASTORE.  I  realize  fully  the  situ¬ 
ation  of  the  Senator  from  South  Dakota, 
but  I  think  he  is  being  a  little  premature. 
After  all,  even  if  he  does  bring  up  his 
amendment  to  the  Williams  amendment, 
and  it  does  survive,  and  we  prevail  on 
the  tabling  motionrwe  will  not  only  have 
killed  the  Williams  amendment,  we  will 
have  killed  his  amendment  to  it. 

So  the  best  thing  is  first  to  determine 
whether  we  are  going  to  carry  on  with 
the  Williams  amendment,  and  if  we  do, 
that  opens  up  the  floodgates. 

Mr.  MUNDT.  May  I  say  to  my  friend, 
if  the  determination  is  to  table,  we  would 
not  have  a  chance  to  argue,  to  offer  our 
amendment,  or  to  try  to  persuade  other 
Senators  to  accept  it.  My  decision  as  to 
how  to  vote  on  the  Williams  amendment 
rests,  in  large  part,  on  what  the  decision 
of  my  colleagues  is  in  connection  with 
small  business  and  farm  exemptions,  and 
I  will  not  have  a  chance  to  determine 
that. 

Mr.  PASTORE.  That  is  not  the  pur¬ 
pose. 

Mr.  MANSFIELD.  Oh,  yes,  that  is  the 
purpose  of  the  tabling  motion.  If  it 
carries,  that  is  it.  If  it  does  not,  every 
Senator  will  have  his  chance;  there  will 
be  a  Christmas  tree  right  in  the  middle 
of  this  floor,  and  we  will  never  finish  with 
the  bill. 

Mr.  MUNDT.  The  Senator  has  the  per¬ 
fect  right,  after  my  amendment  has  been 
offered,  and  any  other  amendment — and 
I  certainly  would  not  take  any  umbrage 
to  that — to  move  to  table  my  amend¬ 
ment,  but  at  least  I  would  have  had  a 
chance  to  be  heard.  I  am  a  realist.  If  the 
Senate  tables  my  amendment  to  the 
amendment,  and  there  is  a  Symington 
amendment  tabled,  and  another  one,  the 


show  is  over,  and  we  give  up ;  but  we  will 
have  tried  and  the  Senate  will  have  had 
the  chance  to  vote  yes  or  no  on  our  pro¬ 
posed  amendment. 

Mr.  MANSFIELD.  After  27  such  at¬ 
tempts,  with  an  hour  apiece,  it  will  be 
late  tomorrow,  and  there  will  be  no  sur¬ 
tax,  because  it  expires  at  midnight.  I 
think  in  all  candor,  the  way  to  face  up 
to  this  realistically  and  cleanly,  is  to 
move  at  an  appropriate  time  to  table  the 
pending  amendment.  In  that  way,  all 
Senators  will  then  be  afforded  an  op¬ 
portunity  to  have  their  amendments  con¬ 
sidered  in  an  orderly  fashion  first  at  the 
committee  level  and  later  this  session  on 
the  floor. 

What  applies  to  the  distinguished  Sen¬ 
ator  from  South  Dakota  applies  to  at 
least  12  other  Senators  on  this  side  of  the 
aisle. 

It  has  been  stated  that  a  tax  reform 
bill  will  be  reported  not  later  than  Octo¬ 
ber  31.  On  that  we  can  rely.  I  would  also 
want  to  see  the  other  bill  H.R.  12290,  that 
is  on  the  calendar  brought  up.  However, 
in  the  meantime  the  things  that  the  Sen¬ 
ator  and  other  Senators  are  interested  in 
ought  to  be  taken  up  in  the  Finance 
Committee,  so  that  each  individual  Sen¬ 
ator  representing  industries  in  his  State 
or  region  would  be  given  an  opportunity 
to  present  his  views. 

Mr.  MUNDT.  Mr.  President,  if  I  can 
get  some  time  from  the  Senator  from 
Maryland,  I  have  something  further  to 
say. 

Mr.  MANSFIELD.  I  will  give  the  Sena¬ 
tor  some  time  on  the  bill. 

Mr.  MILLER.  Mr.  President,  will  the 
Senator  yield? 

Mr.  MANSFIELD.  I  yield. 

Mr.  MILLER.  Mr.  President,  I  should 
like  to  know  what  is  being  proposed  on 
the  investment  tax  credit  bill  which  the 
Senator  from  Louisiana  said  we  would 
have  a  chance  to  consider  before  Octo¬ 
ber  31. 

Is  it  the  plan  to  have  this  referred  back 
to  the  Finance  Committee  where  the 
Senator  from  Louisiana  and  the  Senator 
from  Georgia  have  said  we  should  sit 
down  and  carefully  consider  the  matter, 
if  we  do  not  understand  what  the  proce¬ 
dure  is  going  to  be?  I  am  in  sympathy 
with  the  idea  of  the  Senator  from  Loui¬ 
siana  and  the  Senator  from  Georgia  of 
considering  this  matter.  However,  how 
is  the  Finance  Committee  supposed  to 
consider  it  if  it  is  on  the  calendar? 

Mr.  MANSFIELD.  I  will  let  the  Sena¬ 
tor  answer  for  himself,  or  I  will  answer. 

Mr.  LONG.  Mr.  President,  I  did  not 
hear  the  whole  question. 

Mr.  MANSFIELD.  The  question  con¬ 
cerns  how  the  amendments  to  the  invest¬ 
ment  tax  credit — which  is  now  a  part  of 
H.R.  12290  on  the  calendar — are  to  be 
considered? 

Mr.  LONG.  Mr.  President,  we  would 
simply  meet  in  executive  session  and  dis¬ 
cuss  all  of  this.  Any  Senator  could  move 
any  amendment  he  had  in  mind  or  that 
anyone  else  had  in  mind. 

We  would  come  out  with  a  committee 
amendment  that  would  try  to  do  justice 
and  try  to  take  into  consideration  all  500 
pages  of  testimony  that  the  Senators 
have  loyally  and  diligently  already  heard. 
We  would  consider  everyone’s  problem 
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and  vote  on  the  amendments  and  bring 
out  our  best  suggestions.  When  it  came 
up  for  consideration,  the  committee 
amendment  would  be  subject  to  amend¬ 
ment. 

Mr.  MANSFIELD.  Mr.  President,  the 
offer  which  the  Senator  extended  earlier 
this  month  or  late  last  month  to  all  Sena¬ 
tors  to  appear  before  the  Finance  Com¬ 
mittee  beginning  July  18  would  be  re¬ 
newed  I  am  certain;  and  an  opportunity 
would  then  be  open  to  all. 

Mr.  LONG.  I  am  still  offering  that  op¬ 
portunity  to  any  Senator.  The  bill  was 
reported  out  on  me  by  a  vote  of  9  to  8 
without  Senators  having  had  an  oppor¬ 
tunity  to  be  heard _ 

I  was  somewhat  disappointed  that  this 
was  done.  However,  the  Senators  will  be 
accorded  an  opportunity  to  appear  before 
the  committee  if  the  Williams  amend¬ 
ment  is  not  adopted  today. 

Mr.  MILLER.  Mr.  President,  that  is 
exactly  the  reason  for  my  question.  How 
is  that  chance  going  to  be  achieved  or 
how  could  it  be  achieved  if  we  move  to 
refer  the  bill  back  to  committee  with 
instructions  to. report?  Then  the  com¬ 
mittee  could  massage  the  bill  along  the 
lines  talked  about  by  the  Senator  from 
Louisiana  and  report  the  bill.  Another 
way  would  be  to  have  the  committee 
hold  hearings.  We  would  then  have  a 
committee  amendment  or  a  series  of 
committee  amendments  to  the  bill. 

I  have  heard  questions  as  to  how  this 
is  supposed  to  be  done.  I  do  not  think 
I  have  had  any  answer  yet. 

Mr.  LONG.  Mr.  President,  as  far  as  I 
am  concerned,  it  would  be  satisfactory 
to  me — and  I  am  not  asking  it — if  It 
would  solve  the  problem,  to  do  what  we 
do  sometimes  in  committee  and  just 
agree  by  unanimous  consent  that  if  the 
amendment  is  agreed  to,  it  will  remain 
subject  to  further  amendment.  That 
would  not  be  the  case  here  on  the  floor, 
but  it  could  be  done  by  unanimous  con¬ 
sent.  If  one  or  two  Senators  are  not 
happy,  this  might  make  them  happy.  It 
is  very  difficult  to  make  100  Senators 
happy.  _ 

Mr.  MANSFIELD.  It  is  impossible. 

Mr.  LONG.  The  majority  leader  says 
it  is  impossible.  I  imagine  that  is  right. 

If  we  cannot  get  unanimous  consent, 
we  should  move  to  table  and  see  where 
our  votes  are.  We  think  that  we  have  the 
votes  to  defeat  the  Williams  amendment. 
We  would  like  to  have  an  opportunity  to 
find  that  out  sooner  or  later,  before  mid¬ 
night.  _ 

Mr.  MANSFIELD.  I  do  not  know 
whether  we  have  the  votes.  However,  we 
would  have  a  clean-cut  test.  And  if  the 
amendment  is  not  tabled,  then  other 
amendments  could  be  offered;  amend¬ 
ments  affecting  the  railroads  in  Mon¬ 
tana,  corporations  in  Los  Angeles,  and 
other  corporations  in  other  States. 

Mr.  LONG.  And  some  subsidies  for  the 
ship  lines. 

Mr.  MANSFIELD.  And  cargo  planes 
and  barges. 

The  VICE  PRESIDENT.  The  Senate 
will  be  in  order. 

Mr.  MILLER.  Mr.  President,  let  us 
suppose  that  the  Williams  amendment  is 
tabled.  I  would  still  like  to  know  what 
the  procedure  is  going  to  be  whereby  the 
Senate  Finance  Committee  is  going  to 


be  able  to  sit  down  and  possibly  hold 
some  further  hearings  on  the  part  of 
individual  Senators  and  have  the  com¬ 
mittee  consider  the  various  amendments 
that  the  majority  leader  has  talked  about 
that  are  about  to  be  offered  if  the  Wil¬ 
liams  amendment  is  not  tabled. 

Mr.  LONG.  We  will  hold  hearings 
and  vote.  It  is  that  simple. 

Mr.  MILLER.  When  will  that  be  done? 

Mr.  LONG.  When  we  dispose  of  the 
bill.  We  cannot  do  it  before  we  dispose 
of  the  bill. 

Mr.  MILLER.  I  understand  that.  How¬ 
ever,  does  that  mean  next  week? 

Mr.  MANSFIELD.  It  could  mean  next 
week  or  next  month.  It  would  have  to 
mean  before  October  31.  It  is  my  antici¬ 
pation  that  a  tax  reform  bill — and  what 
we  are  speaking  of  is  in  the  nature  of 
tax  reform — would  be  considered  and  re¬ 
ported  well  ahead  of  October  31. 

Mr.  MILLER.  When  the  Senator  says 
reported,  is  he  referring  to  reporting  the 
bill  which  would  be  referred  back  to  the 
Finance  Committee? 

Mr.  MANSFIELD.  No.  That  is  on  the 
calendar.  That  will  stay  on  the  calendar. 

Mr.  MILLER.  He  is  referring  to  a 
series  of  committee  amendments  which 
would  be  reported. 

Mr.  MANSFIELD.  The  Senator  is  cor¬ 
rect.  And  perhaps  the  proper  vehicle  may 
be  the  tax  reform  bill  which  I  under¬ 
stand  is  due  here  from  the  House  in  the 
next  week  or  10  days. 

Mr.  MILLER.  The  Senator  suggests 
the  possibility  that  this  may  be  resolved 
in  the  tax  reform  package  itself. 

Mr.  MANSFIELD.  It  could  be.  There 
would  be  that  possibility.  And  there  is 
always  the  bill  which  is  on  the  calendar. 
It  could  be  called  up  at  an  appropriate 
time. 

Mr.  MILLER.  I  appreciate  that  the 
majority  leader  has  a  difficult  time  in 
attempting  to  go  much  beyond  that 
point.  However,  he  has  given  his  assur¬ 
ance,  and  so  has  the  Senator  from  Lou¬ 
isiana,  that  there  will  be  opportunities 
for  individual  Senators  to  go  before  the 
Finance  Committee  and  that  the  Fi¬ 
nance  Committee  can  consider  this  be¬ 
fore  Qctober  31  and  report  the  bill  to  the 
Senate. 

Mr.  MANSFIELD.  Mr.  President,  may 
I  say  that  as  far  as  my  longtime  friend, 
the  distinguished  Senator  from  South 
Dakota  (Mr.  Mundt)  is  concerned,  the 
Senator  with  whom  I  had  the  honor  to 
serve  in  the  House  as  well  as  in  the  Sen¬ 
ate,  I  am  indeed  sorry.  I  did  not  think, 
however,  that  it  was  necessary  to  spell 
this  out  in  such  great  detail. 

I  place  great  trust  and  confidence  in 
the  people  in  whom  the  Senator  from 
South  Dakota  places  trust  and  confi¬ 
dence.  And  I  did  notify  them  ahead  of 
time.  I  thought  that  was  sufficient.  If  it 
was  not,  I  must  apologize. 

Mr.  MUNDT.  Mr.  President,  there  is 
no  necessity'  to  apologize.  However,  the 
distinguished  majority  leader  must  re¬ 
member  that  we  do  not  have  instant  com¬ 
munication.  It  was  not  until  10  minutes 
ago  that  I  first  heard  about  the  desire 
and  the  determination  of  the  majority 
leader  to  employ  the  tabling  motion 
which  left  me  without  a  star  to  hitch 
my  wagon  to. 

Mr.  MANSFIELD.  The  Senator  can 
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discuss  the  matter  and  can  berate  the 
majority  leader,  justly  perhaps,  for  not 
giving  him  the  opportunity  at  this  time 
if  the  amendment  is  tabled.  The  sky  is 
the  limit.  He  can  do  anything  he  de¬ 
sires. 

Mr.  MUNDT.  Mr.  President,  I  never 
berate  the  majority  leader,  even  when 
I  think  he  is  wrong.  This  time  I  am  not 
sure  that  he  is  wrong.  He  is  faced  with 
a  serious  dilemma.  So  are  we  all. 

Mr.  MANSFIELD.  It  is  a  delicate  ques¬ 
tion. 

The  VICE  PRESIDENT.  All  the  time 
of  the  Senator  from  Louisiana  has  ex¬ 
pired. 

Mr.  JAVITS.  Mr.  President,  will  the 
Senator  yield? 

Mr.  MANSFIELD.  Mr.  President,  I 
yield  5  minutes  to  the  Senator  on  the 
bill. 

The  VICE  PRESIDENT.  The  Senator 
from  New  York  is  recognized  for  5  min¬ 
utes. 

Mr.  JAVITS.  Mr.  President,  there  are 
two  questions  that  I  think  need  to  be 
answered.  One  is  whether  it  is  under¬ 
stood  that  the  April  18  date  will  remain 
as  the  date. 

Mr.  LONG.  Definitely. 

Mr.  JAVITS.  This  is  very  important 
to  the  American  business  community. 

Mr.  LONG.  If  it  would  make  anyone 
happier,  I  have  a  resolution  that  I  would 
be  glad  to  offer  which  provides  that  it  is 
the  sense  of  the  Senate  that  the  invest¬ 
ment  credit  should  be  and  will  be  re¬ 
pealed  as  of  April  18. 

Mr.  JAVITS.  I  think  it  is  important 
from  the  point  of  view  of  the  business 
community.  The  other  question  is 
whether  the  Senator  proposes  to  include 
in  the  healings  the  matter  of  moderniz¬ 
ing  the  depreciation  schedules.  Deprecia¬ 
tion  schedules  are  really  an  essential 
part  of  the  problem  of  taxation.  We  have 
used  the  7 -percent  tax  credit  as  a  sub¬ 
stitute  for  modernized  depreciation 
schedules,  in  order  to  encourage  modern¬ 
ization  of  plants.  Therefore,  now  is  the 
time  to  consider  modernization  of  the 
schedules. 

Mr.  LONG.  That  is  fine.  I  would  be 
happy  to  consider  that  right  now. 

Mr.  WILLIAMS  of  Delaware.  Mr. 
President,  we  will  vote  in  a  moment. 
However,  before  we  do  so,  I  want  to  point 
out  clearly  so  that  there  can  be  no 
misunderstanding  that  in  my  opinion  the 
Senator  from  Montana  has  been  more 
than  a  gentleman.  He  has  bent  over 
backwards  to  work  with  those  of  us  who 
wanted  an  opportunity  to  vote  and  ex¬ 
press  our  will  on  this  measure. 

I  am  hoping  that  we  can  defeat  his 
motion  to  table  and  that  we  can  act 
on  this  bill.  I  think  we  should. 

Nevertheless,  I  want  to  make  it  clear 
that  I  do  not  at  all  consider  that  in 
his  move  to  table  he  is  exercising  any 
unfair  parliamentary  procedure  because 
if  the  situation  were  reversed  he  is  doing 
exactly  what  I  would  do,  and  that  is  to 
take  advantage  of  the  parliamentary 
procedures  of  the  Senate  to  expedite  it. 
I  want  to  make  that  clear,  because  I  ex¬ 
pected  his  motion.  In  fact,  I  was  de¬ 
lighted  that  we  got  a  vote  on  the  merits 
of  the  previous  amendment. 

Now,  as  to  the  argument  that  this  in¬ 
vestment  tax  credit  repeal  before  us  has 
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not  had  adequate  hearings,  I  point  out 
that  the  Senate  did  have  hearings  for  5 
days.  Various  Senators  did  appear  before 
the  Committee  on  Finance,  express  their 
views,  and  make  their  recommendations, 
and  the  hearings  have  been  printed.  The 
Senator  from  Louisiana  is  correct  in 
stating  that  it  was  reported  by  the  com¬ 
mittee  by  a  vote  of  9  to  8,  under  rather 
unusual  circumstances. 

We  voted  to  report  the  bill  before  in¬ 
dividual  Members  did  get  a  chance  to 
offer  their  amendments.  At  that  time  I 
said  that  such  a  procedure  did  create 
problems.  It  meant  we  would  have  to 
consider  the  various  amendments'"  on 
their  merits  on  the  floor.  I  realize  that 
arguments  could  be  made  about  the  pro¬ 
cedures,  but  this  was  not  my  fault. 

As  the  Senator  from  Georgia  pointed 
out,  in  his  1214  years  in  the  Senate  this 
is  the  first  time  it  has  happened.  I  will 
go  further  than  that.  I  have  been  in  the 
Senate  23  years  and  have  been  a  member 
of  the  Finance  Committee  close  to  19  or 
20  years.  This  is  the  first  time  we  have 
ever  operated  under  such  circumstances 
in  which  the  committee  would  be  told  in 
advance  by  a  policy  committee  that  the 
committee  could  or  could  not  report  a 
bill  and  if  reported  just  what  amend¬ 
ments  would  have  to  be  adopted  first. 

We  have  already  expressed  our  views 
on  these  unusual  and  strange  circum¬ 
stances.  We  do  not  solve  anything  by 
debating  them  further  now.  So  far  as 
I  am  concerned  I  am  willing  to  proceed 
to  a  vote. 

I  hope  we  can  defeat  the  motion  of 
the  Senator  from  Montana.  But  as  he 
makes  that  motion  I  make  it  clear  that 
I  see  nothing  wrong  with  the  procedure 
he  is  following,  and  if  I  were  in  his  po¬ 
sition  I  would  take  the  same  steps  he 
is  taking. 

Mr.  PROUTY.  Mr.  President,  will  the 
Senator  yield? 

Mr.  WILLIAMS  of  Delaware.  I  yield 
1  minute  to  the  Senator  from  South 
Dakota. 

Mr.  MANSFIELD.  Mr.  President,  I 
thank  my  distinguished  friend. 

Mr.  MUNDT.  Mr.  President,  it  is  quite 
apparent  what  action  the  Senate  is  go¬ 
ing  to  take.  It  is  all  perfectly  proper  and 
perfectly  legal,  and  those  of  us  who  some¬ 
times  become  a  minority  of  one  have  per¬ 
fectly  appropriate  and  useful  tools  we 
can  use  to  protect  ourselves  against  a 
repetition  of  what  has  happened  here 
today. 

We  are  up  against  a  deadline  in  a  tax 
measure.  I  am  not  going  to  avail  myself 
of  the  parliamentary  tactics  which  would 
enable  me  to  compel  a  vote  on  the 
Mundt-Miller  amendment  which  in¬ 
volves  an  exemption  for  farmers  and 
smaller  businessmen;  but  I  do  ask  unani¬ 
mous  consent  that  the  amendment  I 
had  hoped  to  offer,  which  is  now  going 
to  become  an  orphan  when  the  motion 
to  table  is  made,  be  printed  at  this  point 
in  the  Record.  It  is  sponsored  by  the 
Senator  from  Delaware  (Mr.  Williams), 
the  Senator  from  Iowa  (Mr.  Miller)  and 
myself. 

There  being  no  objection,  the  amend¬ 
ment  was  ordered  to  be  printed  in  the 
Record,  as  follows: 

At  the  end  of  proposed  section  49(a)  strike 
the  period  and  insert  the  following  after 


“property”:  “and  property  to  which  sub¬ 
section  (e)  applies.” 

At  the  end  of  proposed  section  49  add  the 
following  new  subsection: 

“(e)  SMALL  BUSINESS  AND  FARMER  EXEMP¬ 
TION. 

“(1)  In  General. — In  the  case  of  section 
38  property  (other  than  pre-termination 
property)  — 

“(A)  the  construction,  reconstruction,  or 
ereotion  of  which  is  begun  after  April  18, 
1969,  or 

“(B)  which  is  acquired  by  the  taxpayer 
after  April  18,  1969,  and  which  is  con¬ 
structed,  reconstructed,  erected,  or  acquired 
for  use  in  a  trade  or  business,  or  farming, 
the  taxpayer  may  select  items  to  which  this 
subsection  applies  to  the  extent  that  the 
qualified  investment  for  the  taxable  year 
attributable  to  such  items  does  not  exceed 
the  small  business  and  farmer  exemption 
limitation  (as  determined  under  paragraph 
(2) ) .  In  the  case  of  any  item  so  selected  (to 
the  extent  of  the  qualified  investment  at¬ 
tributable  to  such  item  taken  into  account 
under  the  preceding  sentence) ,  subsections 
(c),  and  (d)  of  this  section,  and  section 
46(b)  (5),  shall  not  apply. 

“(2)  Small  Business  and  Farmer  Exemp¬ 
tion  Limitation.— For  purposes  of  paragraph 
( 1 ) ,  a  taxpayer’s  small  business  and  farm¬ 
er  exemption  limitation  for  any  taxable  year 
is  $25,000. 

“(3)  Special  Rules.— 

“(A)  Married  Individuals. — In  the  case 
of  a  husband  or  wife  who  files  a  separate  re¬ 
turn,  the  amount  specified  in  paragraph  (2) 
shall  be  $12,500  in  lieu  of  $25,000. 

“(B)  Affiliated  Groups. — In  the  case  of  an 
affiliated  group,  the  $25,000  amount  speci¬ 
fied  in  paragraph  (2)  shall  be  reduced  for 
each  member  of  the  group  by  apportion¬ 
ing  $25,000  among  the  members  of  such 
group  in  such  manner  as  the  Secretary  or 
his  delegate  shall  by  regulations  prescribe. 

“(C)  Partnerships. — In  the  case  of  a  part¬ 
nership,  the  $25,000  amount  specified  in 
paragraph  (2)  shall  apply  with  respect  to 
the  partnership  and  with  respect  to  each 
partner. 

“(D)  Other  Taxpayers. — Under  regula¬ 
tions  prescribed  by  the  Secretary  or  his 
delegate,  rules  similar  to  the  rules  provided 
by  sections  46(d),  48(e),  and  48(f)  shall 
be  applied  for  purposes  of  this  subsection.” 

Mr.  MUNDT.  Mr.  President,  I  believe 
the  7 -percent  investment  tax  credit 
should  be  repealed.  I  do  not,  however,  be¬ 
lieve  the  repeal  should  be  across  the 
board. 

„  There  are  two  groups  of  individuals,  or 
businessmen  if  you  like,  that  would  be 
extremely  hard  hit  if  the  credit  is  taken 
away  completely.  They  are  small  busi¬ 
nessmen  and  farmers.  They  feel  the 
noose  of  inflation  much,  much  more  than 
the  general  business  community  because 
their  capital  is  more  limited.  They  do  not 
have  the  options  open  to  them  that  their 
larger  and  more  flexible  competitors  do. 
For  this  reason  I  believe  this  bill  should 
be  amended  to  provide  a  $25,000  exemp¬ 
tion  in  the  repeal  of  the  7-percent  invest¬ 
ment  tax  credit. 

Mr.  President,  such  an  exemption 
would  not  unduly  hamper  our  efforts  to 
control  inflation  and  yet  at  the  same  time 
it  would  be  of  major  importance  to  farm¬ 
ers  and  small  businessmen,  providing  the 
margin  in  some  instances  perhaps  be¬ 
tween  survival  or  failure. 

It  is  difficult  to  estimate  the  cost  to 
the  Treasury  if  the  investment  credit 
were  continued  on  maximum  annual 
purchases  of  $25,000.  No  one  can  accu¬ 
rately  predict  how  widely  it  will  be  used. 


For  the  purposes  of  speculation,  however, 
let  us  take  a  look  at  possible  use  by 
farmers. 

In  1967  gross  farm  capital  expenditures 
for  machinery,  equipment,  and  motor  ve¬ 
hicles  for  farm  business  use  totaled 
$4,819  billion.  If  the  7-percent  invest¬ 
ment  credit  were  applied  to  all  such 
pui'chases,  which  could  not  be  the  case, 
the  tax  saving  in  that  year  would  have 
amounted  to  $337.33  million.  A  more  rea¬ 
sonable  figure,  however,  might  well  be 
$200  to  $225  million  on  agricultural  pur¬ 
chases  only. 

Even  so,  I  submit  it  is  safe  to  say  the 
reduction  in  revenue  would  only  be  a 
fraction  of  the  original  anticipated  in¬ 
crease  in  Treasury  receipts  of  $1.35  bil¬ 
lion  in  fiscal  1970  and  a  much  smaller 
percentage  of  the  $2.6  billion  expected  in 
fiscal  1971. 

Weighed  against  this  relatively  small 
loss  in  revenue  must  be  the  advantages 
to  be  gained  by  such  an  exemption.  First 
let  us  look  at  the  small  businessman. 

Small  businessmen  need  access  to 
funds  in  these  times  of  high  interest 
rates  more  than  ever.  In  1962  testimony 
in  favor  of  the  tax  credit,  Secretary  of 
the  Treasury  Dillon  pointed  out  that  the 
increased  cash  flow  would  be  particu¬ 
larly  important  for  new  and  smaller 
firms  which  did  not  have  ready  access 
to  capital  markets  and  whose  growth 
was  often  restrained  by  a  lack  of  capi¬ 
tal  funds.  The  exemption,  by  reducing 
their  tax  liability  somewhat,  will  aid  in 
accomplishing  this. 

A  $20,000  exemption  was  provided  in 
the  suspension  of  the  tax  credit  in  1966. 
As  was  pointed  out  then,  such  action  was 
consistent  with  long-standing  public 
policies  to  foster  small  business  and 
farming  and  would  be  of  substantial  aid 
to  small  business  enterprises  and  farms, 
many  of  which  have  difficulty  raising 
funds  because  of  existing  monetary  re¬ 
strictions.  A  $25,000  exemption  would  be 
a  negligible  factor  in  the  investment  de¬ 
cisions  of  larger  corporations  and  there¬ 
fore  will  not  vitiate  against  the  effective¬ 
ness  of  the  repeal.  Since  investment  by 
small  businesses  and  farms  is  a  relatively 
small  percentage  of  investment  in  ma¬ 
chinery  and  equipment,  this  provision 
would  not  result  in  any  substantial  loss 
of  expected  revenue. 

There  seems  fairly  general  agreement 
that  the  investment  tax  credit  has  been 
a  factor  in  the  decisions  of  many  small 
films  to  modernize.  If  the  credit  can  be 
continued  at  modest  cost  to  the  Govern¬ 
ment,  it  would  benefit  farmers  and  small 
businessmen  substantially.  The  small 
businessman  and  the  faimer  are  usually 
excluded  from  the  normal  money  mar¬ 
kets  and  means  of  financing.  Therefore, 
in  periods  of  tight  money,  particularly 
rationing  of  bank  credit,  reducing  his 
tax  bill  will  substantially  aid  him  in  his 
financing  problems.  Also,  in  line  with 
the  President’s  statement,  one  of  the  ma¬ 
jor  reasons  for  repeal  of  the  credit, 
namely,  the  encouragement  of  business 
in  poverty  areas,  will  actually  be  helped 
by  the  $25,000  exemption,  since  this 
would  encourage  small  businesses  in 
urban  depressed  areas  and  aid  minority 
ownership  of  businesses.  It  has  been  es¬ 
timated  by  the  Treasury  that  the  credit 
increases  the  profitability  of  investment 
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far  more  per  dollar  of  revenue  cost  than 
any  of  the  other  alternatives,  such  as 
accelerated  depreciation,  and  so  forth. 

In  summary,  it  would  appear  that  this 
exemption  is  both  compatible  with  the 
reasons  of  the  administration  for  repeal¬ 
ing  the  overall  investment  tax  credit,  and 
would  be  of  substantial  benefit  to  small 
businesses. 

Now,  Mr.  President,  let  us  look  at  the 
farm  situation.  Those  of  us  who  have  a 
deep  and  abiding  concern  for  our  farmer 
constituents  must  be  deeply  concerned 
by  the  continuing  increase  in  farm  pro¬ 
duction  expenses.  In  the  United  States, 
since  1960,  farm  production  expenses 
have  increased  from  $26.4  billion  to  $35.9 
billion  in  1968. 

Secretary  Hardin  has  recently  testi¬ 
fied  that  expenses  this  year  will  increase 
another  $2  billion.  He  also  points  out 
that  this  increase  will  be  almost  entirely 
the  result  of  price  increases  rather  than 
the  result  of  a  greater  volume  of  supplies 
and  equipment  purchased. 

In  my  own  State  of  South  Dakota, 
farm  production  expenses  have  risen 
from  $476  million  in  1960  to  over  $700 
million  in  1968. 

The  farmer  is  paying  more  and  more 
for  machinery,  equipment,  and  supplies 
each  year.  In  spite  of  the  recent  improve¬ 
ment  in  the  index  of  prices  received,  it 
is  an  understatement  to  say  that  the 
prices  received  by  farmers  have  not  gone 
up  in  proportion  to  his  increased  costs. 
The  scissors  of  the  cost  price  squeeze 
are  bearing  down  disproportionately 
upon  our  farm  families.  In  talking  to 
farmers,  I  find  that  once  the  prices  of 
the  items  used  in  agricultural  produc¬ 
tion  rise,  they  seldom  decline.  Prices  re¬ 
ceived  by  our  American  farmers  have 
been  far  to  much  below  parity  for  far 
too  long. 

For  the  record,  I  wish  to  include  a 
table  showing  what  has  happened  to  the 
index  of  costs  for  certain  commodities 
used  in  farm  production: 
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1957 . . 
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100 
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1961 _ 
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no 

101 

101 

1962 _ 

101 
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111 

101 

101 

1963 _ 

101 

109 

113 

101 

101 

1964 _ 

101 

111 
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102 

100 

1965 _ 

102 

113 

119 

103 

101 

1966. . 

102 

117 

124 

103 

103 

1967 _ 

105 

121 

129 

104 

105 

1968. . 

107 

129 

138 

107 

113 

Farmers  are  carrying  very  heavy  finan¬ 
cial  burdens.  They  are  continually  mak¬ 
ing  substantial  capital  investments  in 
order  to  improve  their  efliciency.  Fewer 
farm  workers  in  1968,  in  combination 
with  greater  quantities  of  most  other  pro¬ 
duction  inputs,  supplied  food  and  other 
farm  products  to  an  increased  domestic 
population.  In  addition,  through  exports, 
they  supplied  products  to  countless  con¬ 
sumers  in  foreign  countries.  Total  do¬ 
mestic  and  foreign  consumers  reached 
more  than  43  per  farmworker  in  1968 — 
20  more  than  a  decade  ago.  The  gain  in 


persons  supplied  per  farmworker  has  re¬ 
sulted  from  greater  application  of  mod¬ 
ern  technology  both  on  and  off  the  farm, 
including  the  transfer  of  jobs  from  farm¬ 
workers  to  non-farmworkers. 

One  of  the  constructive  ways  to  give 
practical  help  to  fanners  to  reduce  the 
impact  of  the  cost  price  squeeze  and 
to  share  more  equitably  in  the  strength 
and  prosperity  of  the  American  economy 
would  be  to  provide  a  7  percent  invest¬ 
ment  tax  credit  up  to  $25,000  for  farmers 
and  small  businessmen.  Fanners  have 
come  to  rely  on  this  credit  in  their  oper¬ 
ations.  I  believe  it  should  become  a  per¬ 
manent  feature  of  our  tax  system.  The 
Mundt-Miller  amendment  moves  in  this 
direction. 

America’s  first  industry  was  agricul¬ 
ture.  It  remains  our  greatest.  It  provides 
the  means  for  feeding  not  only  our  peo¬ 
ple,  but  in  addition  provides  means  for 
alleviating  hunger  all  over  the  world.  It 
provides  employment, for  about  18  mil¬ 
lion  Americans  who  work  at  not  only 
growing  our  crops,  but  processing  them 
and  shipping  them  to  market  and  sup¬ 
plying  our  farmers.  The  products  of  our 
agriculture  bring  to  the  table  the  family 
income.  The  production  of  one  out  of 
every  four  acres  moves  into  export 
markets.  American  farm  exports  are  an 
important  plus  factor  in  our  balance  of 
payments.  The  bounty  of  our  farms 
under  the  food  for  peace  program  en¬ 
abled  millions  of  people  in  other  lands 
to  survive.  However,  the  American 
farmer  who  is  making  this  great  con¬ 
tribution  to  America’s  prosperity  still 
does  not  share  equitably  in  it.  My  pro¬ 
posal  today  would  at  least  redress  some 
of  this  disparity. 

Just  like  any  other  businessman,  the 
farmer  seeks  a  fair  return  for  his  great 
risks  and  effort.  There  is  no  means  to 
assure  the  return.  With  this  proposal  we 
can  be  of  practical  help.  Mr.  President, 
if  the  tabling  motion  on  the  Williams 
amendment  prevails — and  it  looks  as 
though  this  is  going  to  happen — we  shall 
try  again.  We  shall  try  to  achieve  this 
small  businessmen-farmer  exemption 
through  Finance  Committee  action.  If  we 
fail  there  we  shall  try  again  on  the  floor 
of  the  Senate  under  more  appropriate 
parliamentary  conditions. 

Mr.  MANSFIELD.  Mr.  President,  will 
the  Senator  yield? 

Mr.  MUNDT.  I  yield. 

Mr.  MANSFIELD.  Mr.  President,  who 
knows — the  tabling  motion  may  be  re¬ 
jected,  and  then  the  Senator  would  have 
his  chance. 

But  I  would  hope  that  the  Senator  did 
not  mean  to  imply  that  because  some¬ 
thing  which  was  done  entirely  within  the 
rules — unfortunately,  unknown  to  the 
Senator,  although  it  is  included  in  the 
consent  agreement — is  an  indication  of 
an  intimidation  on  the  part  of  the 
minority  party  toward  the  party  which 
happens,  a  least  for  the  time  being,  to 
be  in  the  majority. 

I  would  point  out  to  the  Senator  that 
it  is  his  administration  which  is  in  power 
in  the  executive  branch  of  the  Govern¬ 
ment.  I  would  point  out  that  what  the 
majority  party  has  done  has  been  to  come 
a  long  way,  I  think,  to  try  to  reach  an 
accommodation  with  the  Republican 


July  31,  1969 

leadership,  the  ranking  minority  member 
of  the  Committee  on  Finance,  and  the  ad¬ 
ministration.  It  would  have  been  just  as 
easy  not  to  have  done  anything,  to  have 
remained  at  our  original  post,  to  let  mis¬ 
understandings  arise,  and  thereby  allow 
the  surtax  to  expire  at  midnight  tonight. 
But  we  felt  we  had  a  responsibility  to 
the  Nation,  just  as  the  other  side  has, 
although  a  more  definitive  one  because 
of  the  control  at  1600  Pennsylvania  Ave¬ 
nue.  We  had  thought  we  had  worked  out 
a  reasonable  accommodation.  We  had 
understood  that  it  had  met  with  all- 
around  approval. 

The  only  fault  I  can  find  is  that  we 
really  did  not  give  enough  time  to  the 
Senate  to  consider  the  unanimous-con¬ 
sent  request  last  night.  But  the  only  ex¬ 
planation  I  can  give  is  that  circum¬ 
stances  made  it  necessary  to  act  as  we 
did. 

So  I  would  hope  there  would  be  no 
threats  on  either  side  against  the  other 
party,  because  we  ought  to  work  in  har¬ 
mony:  we  ought  to  work  in  comity.  We 
ought  to  recognize  that  we  are  all  public 
servants  and  have  responsibilities. 

The  Senator  from  South  Dakota  and 
the  Senator  from  Icwa  are  interested  in 
an  amendment  to  take  care  of  the  small 
businessmen  and  farmers  in  their  part  of 
the  country,  an  amendment  which  I  am 
sure  I  would  support  on  another  oc¬ 
casion.  May  I  say  that  I  am  also  inter¬ 
ested  in  the  transportation  industry  in 
the  State  of  Montana,  and  I  dare  say 
this  Could  be  multipled  25  times  and 
perhaps  more. 

At  least  let  us  recognize  the  integrity  of 
one  another  and  try  to  get  along  as  best 
we  can.  I  am  certain  that  is  what  the 
Senator  from  South  Dakota  has  in  mind. 

Mr.  WILLIAMS  of  Delaware.  Mr.  Pres¬ 
ident,  I  yield  2  minutes  to  the  Senator 
from  Vermont,  but  before  I  do  I  want  to 
point  out  that  it  as  been  implied  in  every 
unanimous  consent  agreement  that  has 
ever  been  entered  into  in  the  Senate  that 
motions  to  table  the  amendments  are  in 
order,  and  everyone  understood  it.  I  can¬ 
not  overemphasize  the  fact  that  there 
has  been  no  maneuvering  on  this  point. 

Mr.  LONG.  Mr.  President,  will  the 
Senator  yield? 

Mr.  WILLIAMS  of  Delaware.  I  yield. 

Mr.  LONG.  Does  not  the  Senator  know 
that  if  he  is  not  happy  with  what  hap¬ 
pens,  he  can  always  offer  another 
amendment  like  it?  Just  change  a  single 
word  and  start  all  over  again. 

Mr.  WILLIAMS  of  Delaware.  Mr.  Pres¬ 
ident,  I  yield  2  minutes  to  the  Senator 
from  Vermont,  and  I  yield  back  the  re¬ 
mainder  of  my  time  thereafter. 

Mr.  PROUTY.  Mr.  President,  I  am  de¬ 
lighted  that  after  these  many  years, 
many  of  our  friends  in  this  body,  with 
bated  breath  and  grandiloquent  ap¬ 
proval,  are  now  rushing  down  the  saw¬ 
dust  trail  to  tax  reform. 

I  listened  with  interest  to  the  colloquy 
which  occurred  a  few  minutes  ago.  It 
seems  to  me  that  insofar  as  the  invest¬ 
ment  tax  credit  is  concerned,  the  reform 
will  be  primarily  apropos  to  some  of  the 
major  industries  in  this  country.  It  may  ; 
well  be  that  it  can  be  demonstrated  that 1 
it  is  in  the  national  interest  to  make  this  : 
apply.  But  certainly  this  can  be  done  at 
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such  future  date  when  the  tax  reform 
bill  is  taken  up. 

But  let  us  remember  this:  Today  the 
Senate  voted  to  continue  the  surtax  for  6 
months.  That  affects  the  little  guy  in 
this  country,  the  people  in  the  low-in¬ 
come  brackets,  as  well  as  others.  We  re¬ 
fuse  to  take  any  action  to  curtail  the 
subsidies  now  being  given  to  American 
business.  If  that  is  equity,  I  fail  to  see 
it. 

I  yield  back  the  remainder  of  my  time. 

The  VICE  PRESIDENT.  All  time  has 
been  yielded  back.  The  question  is  on 
agreeing  to  the  amendment  of  the  Sena¬ 
tor  from  Delaware. 

Mr.  DIRKSEN.  Mr.  President,  I  yield 
myself  2  minutes. 

Mr.  HOLLAND.  Mr.  President,  have 
the  yeas  and  nays  been  ordered? 

The  VICE  PRESIDENT.  No,  they  have 
not. 

Mr.  HOLLAND.  Mr.  President,  will  the 
Senator  yield  to  me  so  that  I  may  ask 
for  the  yeas  and  nays? 

Mr.  DIRKSEN.  No,  I  will  not  yield. 

The  VICE  PRESIDENT.  The  Senator 
from  Illinois  has  the  floor. 

Mr.  DIRKSEN.  Mr.  President,  a  week 
ago  today,  I  started  to  sit  in  first  one 
conference  and  then  another,  and  many 
times  the  distinguished  Senator  from 
Delaware  was  at  my  elbow.  It  was  sort 
of  give  and  take  and  offer  and  retreat  and 
recede,  in  the  hope  that  something  could 
be  worked  out  because  of  the  deadline 
that  was  before  us  on  the  surtax  and 
on  the  withholding  tables.  At  long  last, 
we  managed  to  get  something  in  the  way 
of  a  little  more  bread  than  I  had  antici¬ 
pated  earlier  in  the  day,  and  we  sat  last 
night  in  the  minority  cloakroom  and 
contrived  this  order. 

If  Senators  will  just  go  to  the  trouble 
to  read  the  order,  there  will  not  be  quite 
so  many  questions,  because  the  first  part 
of  the  order  reads: 

Be  made  the  pending  business  and  that 
during  its  further  consideration,  debate  on 
any  amendment,  motion,  or  appeal,  except  a 
motion  to  lay  on  the  table,  shall  be  limited 
to  1  hour. 

We  recognized  the  right  to  offer  the 
motion  to  table,  and  it  was  discussed  in 
that  cloakroom. 

The  majority  leader  is  well  within  his 
rights  because  I  made  the  suggestion  that 
there  might  be  amendments  and  I  would 
offer  to  table  if  I  felt  it  was  going  to 
complicate  the  problem  that  is  before  us. 

I  also  said  if  there  was  an  amendment 
that  did  not  comport  with  the  germane¬ 
ness  rule,  whether  it  came  from  my  side 
or  the  other  side,  I  would  stand  up  and 
make  a  point  of  order  against  it,  and  I 
would  have  done  so. 

I  want  to  see  this  bill  out  of  here  and 
on  the  way  to  conference  before  we  have 
to  come  up  against  any  more  confronta¬ 
tions  with  deadlines.  That  is  all  I  have 
to  say.  I  concur  entirely  with  the  dis¬ 
tinguished  senior  Senator  from  Delaware 
and  I  concur  with  the  distinguished  ma¬ 
jority  leader.  He  is  entirely  within  his 
rights.  So  I  am  ready  to  vote. 

Mr.  President,  yeas  and  nays. 

The  VICE  PRESIDENT.  The  yeas  and 
nays  have  been  requested. 

Mr.  MANSFIELD.  Mr.  President,  I  sug¬ 
gest  the  absence  of  a  quorum  not  to 


exceed  2  or  3  minutes  while  I  hold  the 
floor. 

Mr.  HOLLAND.  Mr.  President,  will  the 
Senator  yield  for  a  question? 

Mr.  MANSFIELD.  I  yield. 

Mr.  HOLLAND.  Has  the  Senator  made 
his  motion  to  lay  on  the  table? 

Mr.  MANSFIELD.  No.  That  is  what  I 
intend  to  do  now. 

•  Mr.  HOLLAND.  This  was  a  request  for 
yeas  and  nays  on  the  motion  to  lay  on 
the  table? 

Mr.  MANSFIELD.  No. 

Before  I  make  my  motion  I  want  to 
say  I  am  indeed  sorry  that  anything  has 
entered  into  the  debate  which  could  be 
considered  personal  in  any  way,  shape, 
or  form,  or  be  considered  derogative  of 
the  rules  of  conduct  or  procedures  of  the 
Senate.  This,  of  course,  is  a  measure 
which  does  arouse  a  lot  of  interest  be¬ 
cause  there  is  always  interest  where  one’s 
pocketbook  or  economic  constituency  is 
concerned. 

Before  I  make  the  motion  to  table  I 
would  like  to  make  the  following  state¬ 
ment. 

May  I  say  that  the  amendment  of  the 
Senator  from  Delaware  (Mr.  Williams) 
was  anticipated  at  this  time  under  the 
consent  agreement  of  yesterday.  I  feel 
today  as  I  did  then  that  its  adoption 
will  impede  and,  perhaps,  jeopardize 
the  passage  of  this  bill  for  reasons  pre¬ 
viously  enumerated.  If  adopted  now,  it 
will  add  a  complication  to  the  immediate 
problem  of  securing  a  partial  extension 
of  the  surtax  before  the  deadline. 

My  understanding,  moveover,  is  that 
there  are  at  least  12,  perhaps  27,  and 
maybe  more  amendments  which  Sena¬ 
tors  from  various  States  would  like  to 
have  the  opportunity  and  the  privilege 
to  offer  to  the  pending  amendment.  These 
amendments  are  in  the  wings  just  wait¬ 
ing  to  make  an  appearance.  As  I  stated 
previously,  each  one  of  these  amend¬ 
ments  to  the  amendment  would  be  sub¬ 
ject  to  full  debate  on  the  basis  of  the 
unanimous  consent  agreement.  Each  one 
could  consume  an  hour’s  time.  It  is  con¬ 
ceivable  that  we  would  be  here  not 
merely  far  into  the  night  but  far  into 
tomorrow  and  the  day  after.  In  the  in¬ 
terim  I  scarcely  need  to  remind  the  Sen¬ 
ate  that  the  surtax  would  have  expired. 

Yesterday  I  stated  on  the  floor — and  I 
emphasize  the  matter  again — the  ques¬ 
tion  of  repealing  the  investment  credit 
as  of  April  18,  1969,  will  be  disposed  of 
during  this  session  of  Congress.  It  will 
be  brought  up  and  it  will  be  retroactive 
to  April  18,  1969.  There  should  be  no 
uncertainties  and  no  misunderstandings 
on  that  score,  although  I  realize  we  are 
all  subject  to  human  error,  and  indeed 
something  may  come  up  to  foreclose  it. 
But  as  far  as  promises  and  commitments 
are  concerned,  they  have  been  made,  and 
as  far  as  the  Senator  from  Montana  is 
concerned,  he  will  do  his  best  to  see  that 
they  are  strictly  adhered  to. 

By  setting  aside  this  amendment  at 
this  time  nothing  will  be  lost.  There  is 
my  personal  commitment  and  that  of 
the  Majority  Policy  Committee  and  the 
Finance  Committee — the  Finance  Com¬ 
mittee  which  included  the  Senator  from 
Delaware — that  the  repeal  of  the  invest¬ 
ment  credit  will  be  considered  along 


with  tax  relief  for  lower  income  groups 
and  the  extension  of  the  excise  taxes 
and  the  general  tax  reform  this  session 
of  the  Congress. 

There  is  no  justification  in  my  judg¬ 
ment  for  complicating  the  immediate  is¬ 
sue  with  this  item.  There  are  other  items 
of  equal  importance  that  may  very  well 
be  added  to  the  measure  on  which  we  are 
now  working. 

The  overriding  consideration  is  the 
realization  during  this  session  of  a  more 
equitable  tax  structure.  We  are  on  our 
way  to  that  objective  and  let  us  proceed 
to  it  step  by  step.  For  the  present,  I  urge 
the  Senate  and  Senators  on  both  sides 
of  the  aisle  to  join  in  postponing  the  pas¬ 
sage  of  this  particular  repeal  on  this  bill, 
with  the  full  expectation  of  passing  it 
during  this  session  of  the  Congress,  retro¬ 
active  to  April  18,  1969. 

Mr.  HOLLINGS.  Mr.  President,  I  have 
urged  for  some  time  the  repeal  of  the  in¬ 
vestment  credit  to  arrest  inflation.  I 
realize  that  if  the  repeal  is  placed  on  this 
particular  measure,  then  an  impasse  will 
result  on  the  surtax,  which  expires  to¬ 
night.  The  President  and  the  Democratic 
Policy  have  all  urged  to  act  tonight  with¬ 
out  impasse,  and  therefore  I  oppose  the 
Williams  amendment  on  the  clear  under¬ 
standing  that  an  opportunity  to  vote  to 
repeal  the  investment  credit  will  be  af¬ 
forded  the  Senate  within  the  next  60 
days. 

Mr.  President,  I  move  to  table  the 
pending  amendment  and  I  ask  for  the 
years  and  nays. 

The  VICE  PRESIDENT.  The  yeas  and 
nays  have  been  requested.  Is  there  objec¬ 
tion?  The  Chair  hears  no  objection,  and 
it  is  so  ordered. 

Mr.  PERCY.  Mr.  President,  will  the 
Senator  yield? 

Mr.  MANSFIELD.  If  I  can. 

The  VICE  PRESIDENT.  No  further 
debate  is  in  order  at  this  time. 

Mr.  MANSFIELD.  Mr.  President,  I  ask 
unanimous  consent  that  I  may  yield  1 
minute  to  the  Senator  from  Illinois. 

The  VICE  PRESIDENT.  The  Chair 
hears  no  objection,  and  it  is  so  ordered. 

Mr.  PERCY.  Mr.  President,  I  would 
like  to  indicate  that  I  intend  to  support 
the  motion  to  table  repeal  of  the  7  per¬ 
cent  investment  tax  credit  made  by  the 
majority  leader  and  I  would  like  to  indi¬ 
cate  why,  because  my  reasons  may  well 
differ  from  his. 

I  am  deeply  concerned  about  repealing 
the  investment  tax  credit  now.  I  think 
we  can  make  a  much  better  decision  a 
few  months  from  now. 

I  am  concerned  about  the  fact  that  we 
have  6  million  wage  earners  whose  con¬ 
tracts  are  coming  up  for  reconsideration. 
We  have  had  in  the  first  half  of  1969 
wage  increases  at  an  annual  rate  in  ex¬ 
cess  of  7  percent,  with  15  percent  in¬ 
creases  average  in  the  construction 
industry  and  21  percent  in  some  areas  for 
carpenters  alone.  Last  year  wage  in¬ 
creases  exceeded  increases  in  productivity 
by  4  percent. 

I  am  concerned  about  the  fact  that  we 
had  a  $7  billion  trade  surplus  that  has 
shrunken  to  almost  zero  today.  I  do  not 
know  how  American  industry  is  going  to 
meet  these  wage  demands  and  compete 
in  world  markets  if  we  take  away  the  in- 
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centive  to  improve  and  modernize  equip¬ 
ment.  I  think  it  would  be  a  mistake  to 
make  this  move  today. 

More  than  that,  I  support  the  motion 
to  table  because  we  should  clear  the  way 
for  a  simple  extension  of  the  surtax  and 
limit  the  matter  to  that  one  issue  today 
because  of  the  critical  factor  of  timing 
with  the  surtax  expiring  at  midnight 
tonight. 

The  VICE  PRESIDENT.  The  question 
is  on  agreeing  to  the  motion  of  the  Sena¬ 
tor  from  Montana  to  table  the  amend¬ 
ment  of  the  Senator  from  Delaware.  On 
this  question  the  yeas  and  nays  have  been 
ordered  and  the  clerk  will  call  the  role. 

The  assistant  legislative  clerk  called 
the  roll.  . 

The  result  was  announced — yeas  66, 
nays  34,  as  follows: 

[No.  62  Leg.] 

YEAS — 66 


Allen 

Hart 

Mondale 

Anderson 

Hartke 

Montoya 

Bayh 

Hatfield 

Moss 

Bible 

Holland 

Muskie 

Burdick 

Hollings 

Nelson 

Byrd,  Va. 

Hughes 

Pastore 

Byrd,  W.  Va. 

Inouye 

Pell 

Cannon 

Jackson 

Percy 

Case 

Javits 

Proxmire 

Church 

Jordan,  N.C. 

Randolph 

Cranston 

Kennedy 

Ribicoff 

Dodd 

Long 

Russell 

Eagleton 

Magnuson 

Sparkman 

Eastland 

Mansfield 

Spong 

Ellender 

Mathias 

Stennis 

Ervin 

McCarthy 

Stevens 

Fong 

McClellan 

Symington 

Fulbright 

McGee 

Talmadge 

Goodell 

McGovern 

Ty  dings 

Gore 

McIntyre 

Williams,  N.J. 

Gravel 

Metcalf 

Yarborough 

Harris 

Miller 

NAYS — 34 

Young,  Ohio 

Aiken 

Dole 

Pearson 

Allott 

Dominick 

Prouty 

Baker 

Fannin 

Saxbe 

Bellmon 

Goldwater 

Schweiker 

Bennett 

Griffin 

Scott 

Boggs 

Gurney 

Smith 

Brooke 

Hansen 

Thurmond 

Cook 

Hruska 

Tower 

Cooper 

Jordan, Idaho 

Williams,  Del. 

Cotton 

Mundt 

Young,  N.  Dak. 

Curtis 

Murphy 

Dirksen 

Packwood 

So  the 

motion  of  the 

Senator  from 

Montana 

(Mr.  Mansfield) 

to  lay  on  the 

table  the 

amendment  of 

the  Senator 

from  Delaware  (Mr.  Williams)  was 
agreed  to. 

Mr.  TYDINGS.  Mr.  President,  on 
numerous  occasions  this  year  both  on  the 
Senate  floor  and  in  statements  to  the 
press,  I  have  issued  a  pledge  to  the  people 
of  Maryland  that  I  would  not  support  an 
extension  of  the  10 -percent  surtax  unless 
it  was  accompanied  by  thorough-going 
tax  reform. 

I  made  this  pledge  to  the  people  of 
Maryland  for  several  reasons.  First,  the 
10-percent  surtax  is  a  regressive  tax 
which  falls  hardest  on  those  who  can 
least  afford  it — the  middle-income  tax¬ 
payers.  To  extend  this  regressive  tax 
without  first  eliminating  the  inequities  in 
our  present  tax  system — inequities  which 
force  middle-income  families  to  pay 
more  than  their  fair  share  of  taxes — 
would  be  unfair  to  the  great  majority  of 
taxpayers  in  Maryland  and  in  the  Nation. 
Why  should  the  average  taxpayer  suffer 
the  hardship  of  an  extended  surtax  while 
billions  of  dollars  in  potential  tax  rev¬ 
enue  that  could  be  used  to  combat  infla¬ 
tion  slip  through  the  loopholes  in  our  tax 


system  into  the  pockets  of  the  special 
interests? 

Second,  if  the  10-percent  surtax  is  ex¬ 
tended  the  full  half-year  the  administra¬ 
tion  has  requested,  the  position  of  those 
in  the  Congress  demanding  major  reform 
of  our  tax  system  will  be  seriously 
undermined.  In  effect,  we  will  have  lost 
our  principal  bargaining  tool.  Once 
again,  tax  reform  proposals  will  be  vul¬ 
nerable  to  the  powerful  lobbies  of  the 
special  interest  groups  intent  on  preserv¬ 
ing  their  tax  privileges. 

The  legislation  before  us  today  would 
enact  the  full  half-year  extension  of  the 
10 -percent  surtax  requested  by  the  ad¬ 
ministration  without  actual  thorough¬ 
going  tax  reform. 

It  is  true  that  the  Senate  has  stated 
its  intention  to  consider  tax  reform  meas¬ 
ures  in  the  coming  months.  However, 
this  is  not  enough.  I  feel  compelled  to 
point  out  that  the  history  of  our  past 
failures  in  the  area  of  tax  reform  is  re¬ 
plete  with  good  intentions.  As  the  record 
shows,  tax  reform  is  more  easily  discussed 
than  enacted. 

Therefore,  because  it  is  unfair  to  the 
average  American  taxpayer  and  will  ser¬ 
iously  cripple  efforts  in  Congress  to 
achieve  meaningful  tax  reform,  I  must 
cast  my  vote  against  the  half-year  ex¬ 
tension  of  the  10-percent  surtax. 

I  am  as  concerned  about  inflation  as 
any  Member  of  the  Congress.  We  must 
halt  the  steady  erosion  of  the  dollar. 

However,  there  are  other  ways  to  halt 
rising  prices.  Last  year,  when  I  support¬ 
ed  the  surtax  as  a  one-time-only  stop¬ 
gap  against  inflation,  I  also  voted  to  cut 
Federal  spending  by  $6  billion.  In  addi¬ 
tion,  I  voted  throughout  the  year  against 
other  billions  of  dollars  in  unnecessary 
and  deferable  Federal  spending.  Those 
budget  cuts  produced  the  $3.1  billion 
surplus  for  the  fiscal  year  ending  this 
June. 

It  is  my  conviction  that  balancing  the 
budget  by  cutting  expenditures  is  a  far 
better  way  to  fight  inflation  than  passing 
regressive  taxes.  This  is  especially  true 
as  long  as  the  existing  tax  loopholes  con¬ 
tinue.  Closing  the  major  loopholes  in 
our  tax  system  would  have  at  least  as 
great  an  impact  on  inflation  as  extension 
of  the  surtax.  Cutting  military  expendi¬ 
tures  to  eliminate  the  estimated  $10  bil¬ 
lion  in  wasteful  unnecessary  expendi¬ 
tures  each  year  would  also  be  at  least  as 
effective  as  the  surtax.  Still  other  possi¬ 
bilities  exist. 

In  short,  the  surtax  is  neither  the  only 
way  nor  the  best  way  to  combat  infla¬ 
tion.  I  cannot  vote  for  it  simply  because 
it  is  the  only  remedy  the  administration 
has  offered. 

Mr.  NELSON.  Mr.  President,  last  year 
I  voted  against  the  10-percent  surtax  on 
the  ground  that  it  was  inequitable,  in¬ 
adequate,  and  would  not  stop  the  infla¬ 
tionary  spiral.  It  in  fact  did  not  slow  up 
the  inflationary  trend  but  rather  contrib¬ 
uted  to  it  by  a  massive  round  of  wage 
and  price  increases.  We  need  now  as  we 
needed  a  year  ago  a  much  stronger  dose 
of  medicine  than  this  bill  provides  if  we 
mean  to  deal  realistically  with  the  crit¬ 
ical  inflation  problem.  I  ask  unanimous 
consent  to  have  printed  in  the  Record 
the  statement  I  made  on  this  matter  a 


year  ago  which  still  reflects  my  viewpoint 
as  of  this  time. 

There  being  no  objection,  the  state¬ 
ment  was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Statement  by  Senator  Gaylord  Nelson  Be¬ 
fore  the  U.S.  Senate,  June  21,  1968, 

Against  the  Imposition  of  the  Surtax 

Mr.  President,  this  oountry  is  faced  with  a 
series  of  serious  local,  social  and  international 
problems  including  an  unbalanced  budget,  a 
drain  on  the  dollar,  inflation,  the  war  in  Viet¬ 
nam  and  massive  unmet  social  needs  at  home. 
This  tax  increase  will  not  solve  our  fiscal 
problems,  and  the  budget  cut  will  intensify 
our  social  problems.  The  tax  increase  puts 
the  burden  on  the  wrong  people  and  the 
budget  cut  will  take  the  money  from  the 
wrong  places. 

I  recognize  we  must  make  budget  cuts  and 
increase  revenues  to  close  the  gap  between 
inoome  and  outgo.  When  this  measure  was 
before  us  several  weeks  ago,  I  voted  for  a  $14 
billion  tax  on  excess  profits  and  against  the 
10  percent  surtax  because  it  is  unjust  and 
unfair  in  the  extreme.  I  would  vote  again  for 
an  equitable  tax  measure  if  there  were  one 
before  us  despite  the  fact  that  our  fiscal 
problem  is  caused  by  a  tragically  mistaken 
war  that  I  have  fought  and  voted  against 
since  1965.  Today,  I  hope  we  will  not  have  to 
listen  to  pious  lectures  on  high  taxes  and 
fiscal  irresponsibility  from  those  who  sup¬ 
ported  the  launching  of  a  ground  war  in  Viet¬ 
nam  in  1965. 

.  This  tax  package  will  levy  a  10  percent  sur¬ 
tax  for  $11.6  billion,  continue  auto  and  phone 
taxes  and  speed  up  corporation  tax  collec¬ 
tions,  for  a  total  of  about  $15  billion.  Com¬ 
bined  with  a  $6  billion  budget  cut  it  still 
leaves  an  untenable  budget  gap;  it  will  not 
stop  the  inflationary  spiral;  it  will  not  stop 
the  drain  on  the  dollar;  and  it  will  not  leave 
enough  in  the  budget  for  critical  social  pro¬ 
grams.  You  know  that,  Mr.  President,  and  I 
know  that,  and  administration  spokesmen 
will  privately  concede  it  if  we  press  the  point 
vigorously  enough.  But  they  tell  us,  this  is 
the  best  stopgap  emergency  measure  we  can 
get  through  Congress.  What  other  measure 
has  the  administration  tried  to  get  through 
Congress?  Why  have  they  not  come  to  Con¬ 
gress  with  the  kind  of  tax  that  lays  a  fair 
share  of  the  burden  where  it  ought  to  go — an 
excess  profits  tax  on  unprecedented  profits  of 
a  war  economy.  Is  it  not  ironic  that  the  fi¬ 
nancial  and  business  leaders  of  America  are 
the  administration  cheerleaders  for  this  tax 
increase.  Well,  why  not?  They  will  not  have 
to  pay  it. 

It  is  in  the  national  interest  they  tell  us. 
In  times  of  crisis,  we  Americans  must  all 
stand  together,  they  say.  I  can  buy  that, 
but  while  we  are  all  standing  together  why 
not  throw  in  our  tax  money  together  too? 
During  the  Second  World  War  in  1944  the 
excess  profits  tax  produced  $10  billion  out  of 
an  economy  a  fraction  as  large  as  this  one. 

The  10-peroent  surtax  will  not  much  be 
noticed  by  the  rich,  the  affluent  or  the  well 
to  do.  It  will  just  reduce  their  savings  or 
investments  a  relatively  modest  amount.  But 
for  those  who  are  trying  to  save  a'  little  bit 
or  who  are  having  trouble  balancing  their 
budget  and  keeping  up  with  the  inflation, 
the  tax  increase  does  mean  something.  Even 
more  important  is  the  principle  involved. 
Americans  have  always  been  willing  to  sacri¬ 
fice  in  the  interests  of  their  country  when 
called  upon  to  do  so.  I  trust  it  will  always 
be  so.  But  they  properly  resent  it  when  the 
sacrifice  is  not  fairly  shared  by  all.  In  fact 
it  is  pretty  hard  to  make  a  convincing  case 
for  the  urgency  of  the  cause  with  a  proposal 
like  this  one.  In  good  conscience  we  must 
concede  this  is  a  tax  prescription  with  the 
wrong  medicine  for  the  wrong  patient. 

If  we  mean  business  about  this  serious 
matter,  for  heavens  sake  let  us  confront  it 
head  on  with  a  proposal  that  resolves  the 
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issue  and  does  it  fairly.  That  means  we 
should  junk  this  measure  and  call  upon  the 
administration  to  come  up  with  a  proposal 
that  does  the  job.  Under  the  circumstances, 
that  is  where  the  proposal  should  come  from. 
If  they  have  no  recommendation  to  make  we 
then  should  do  the  Job  ourselves. 

The  budget  should  be  put  in  balance  and 
it  can  be  accomplished  if  we  have  the  cour¬ 
age  to  levy  the  taxes  where  they  should  be 
levied  and  cut  the  budget  where  it  should 
be  cut.  We  are  living  in  a  wartime  economy 
with  the  highest  profits  in  history  yet  we 
are  asking  them  to  sacrifice  almost  nothing 
while  we  discriminate  against  programs  for 
the  poor,  the  jobless,  the  elderly,  the  hungry, 
and  the  untrained  and  uneducated  youth  of 
America. 

We  should  enact  a  tax  and  budget  package 
that  raises  $22  billion  in  taxes  and  cuts  the 
budget  by  the  amount  recommended  by  the 
President — $4  billion;  $14  billion  should  be 
raised  by  an  excess  profits  tax,  $5  billion 
from  the  surtax,  $2.7  billion  by  extension  of 
the  phone  and  auto  excise  taxes  and  $300 
million  miscellaneous — removal  of  tax  ex¬ 
emption  from  certain  industrial  development 
bonds,  and  so  forth.  This  combined  with  a 
$4  billion  budget  cut  will  total  $26  billion. 

In  my  Judgment,  the  emphasis  on  budget 
cuts  should  be  in  the  military  budget — a 
5-percent  research  and  development  cut,  for 
example,  would  save  $1.2  billion;  postpone¬ 
ment  of  the  thin  ABM  several  hundred  mil¬ 
lion — public  works,  $1  to  $2  billion  should 
be  postponed — with  most  of  the  balance 
being  cut  from  space,  SST,  European  troop 
reduction  and  military  procurement. 

This  would  put  us  in  a  fiscally  sound  posi¬ 
tion  with  a  balanced  budget  or  at  most  a 
modest  imbalance.  If  within  a  reasonable 
time  this  did  not  reverse  the  inflationary 
trend  the  President  should  request  the  im¬ 
position  of  price-and-wage  controls.  We  can¬ 
not  afford  to  permit  the  inflationary  trend 
to  continue  at  its  present  rate. 

We  are  in  a  war.  Our  fiscal  situation  is 
serious.  We  ought  to  have  the  courage  to 
face  up  to  it  with  a  program  that  will  do 
the  job. 

I  therefore  will  vote  against  this  confer¬ 
ence  report  as  I  voted  against  the  original 

bill. 

Mr.  McGOVERN.  I  will  vote  against 
the  proposal  to  extend  the  income  sur¬ 
charge  for  6  months.  In  my  judgment, 
extension  of  this  extra  levy  on  indi¬ 
vidual  income  serves  only  to  aggrevate 
the  demonstrable  inequities  in  our  tax 
laws  and  to  burden  further  the  indi¬ 
vidual  taxpayer,  whose  shrinking  real 
income  is  the  victim — not  the  cause  of 
inflation. 

The  economic  interests  of  America 
would  be  best  served  at  this  time  by 
enactment  of  a  temporary  tax  excessive 
war  profits,  which  are  the  products  of 
extraordinary  wartime  military  spend¬ 
ing.  This  tax  would  apply  a  much  more 
effective  brake  to  the  current  inflation 
than  the  continued  imposition  of  a  re¬ 
gressive  surtax.  Meaningful  action  to 
curb  our  present  inflation  requires  fac¬ 
ing  up  to  its  root  causes  and  making 
certain  hard  political  decisions.  The 
proposal  to  extend  the  income  surcharge 
is  not  the  product  of  such  a  decision. 

The  VICE  PRESIDENT.  The  bill  is 
open  to  further  amendment.  If  there  be 
no  further  amendment  to  be  proposed, 
the  question  is  on  the  engrossment  of 
the  amendment  and  third  reading  of 
the  bill. 

The  amendment  was  ordered  to  be 
engrossed,  and  the  bill  to  be  read  a  third 
time. 


The  bill  was  read  the  third  time. 

The  VICE  PRESIDENT.  The  bill  hav¬ 
ing  been  read  the  third  time,  the  ques¬ 
tion  is,  Shall  it  pass? 

Mr.  LONG.  Mr.  President,  on  that 
question,  I  ask  for  the  yeas  and  nays. 

The  yeas  and  nays  were  ordered. 

Mr.  WILLIAMS  of  Delaware.  Mr.  Pres¬ 
ident.  I  yield  myself  2  minutes. 

It  was  my  firm  opinion  that  the  Sen¬ 
ate  would  have  rendered  a  greater  serv¬ 
ice  to  our  country  here  today  had  we 
settled  once  and  for  all  the  question  as 
to  whether  we  were  or  were  not  going 
to  extend  the  surtax  for  the  full  year, 
and  also  at  what  rate.  I  think  it  would 
have  been  better  to  face  up  to  the  ques¬ 
tion  of  whether  we  would  or  would  not 
repeal  the  investment  tax  credit,  and 
also  the  effective  date,  and  what  indus¬ 
tries  if  any  would  be  exempted. 

The  uncertaintly  in  that  respect  is  in 
my  opinion  creating  a  disturbance  in  the 
market.  In  my  opinion  this  uncertainty 
will  continue. 

However,  the  Senate  has  had  a  chance 
to  make  its  decision,  and  this  bill  is  a 
step  in  the  right  direction.  At  the  same 
time,  I  think  we  may  have  made  a  bad 
mistake  in  not  clearing  up  the  uncer¬ 
tainty  and  in  not  meeting  head  on  the 
problem  of  combating  inflation  in  this 
country. 

One  handicap  in  leaving  undecided  the 
so-called  investment  credit  is  that  many 
of  our  corporations  file  their  tax  returns 
on  a  fiscal  year  basis.  As  a  result  of  the 
Senate  action  it  means  that  if  and  when 
we  do  repeal  the  investment  credit,  and 
if  it  is  as  of  April  18  it  creates  accounting 
problems.  In  the  meantime  corporations 
will  file  their  tax  returns  on  a  fiscal  year 
basis,  July  1,  August  1,  or  September  1, 
for  example. 

The  PRESIDING  OFFICER  (Mr. 
Saxbe  in  the  chair) .  The  time  of  the 
Senator  has  expired. 

Mr.  WILLIAMS  of  Delaware.  I  yield 
myself  2  additional  minutes. 

Whatever  date  is  involved  those 
corporations  will  file  their  tax  returns 
and  deduct  the  investment  credit  on  the 
machinery  that  they  are  buying  even 
after  the  April  date.  For  example,  the 
machinery  the  companies  bought  in 
August  will  be  eligible  for  the  credit  since 
the  law  has  as  yet  not  been  repealed.  If 
they  file  their  tax  returns  on  the  fiscal 
year  basis  on  September  1  and  if  Con- 
gx-ess  acts  at  some  future  date  the  Treas¬ 
ury  Department  will  have  to  give  them 
60  more  days  to  file  amended  returns 
and  pay  the  extra  tax  without  interest. 
The  Treasury  has  estimated  that  it  will 
amount  to  about  $200  million  by  the  end 
of  September  that  will  be  lost  in  revenues, 
while  this  will  be  later  regained  the 
Government  will  be  paying  the  interest 
in  the  meantime.  As  one  company  official 
pointed  out  to  me,  he  was  going  to  take 
his  investment  tax  credit  when  he  files 
his  tax  return  August  1,  put  the  money  in 
60-  or  90-day  Treasury  bills,  and  draw  7 
or  TV2  percent  interest  on  it.  By  keeping 
it  there  a  few  months  while  Congress 
postpones  its  decision,  he  can  collect 
interest  in  the  meantime. 

I  do  not  think  that  is  a  good  way  to  run 
our  Government.  We  should  have  met 
that  problem  head-on  and  made  our 


decision  today.  Five  days  of  hearings 
were  held  on  the  measure.  Members  of 
the  Senate  had  an  opportunity  to  testify. 
While  it  is  true  the  bill  was  reported 
rather  hurriedly,  under  the  parliamen¬ 
tary  situation  it  could  not  be  avoided. 

I  accept  the  decision  of  the  Senate.  As 
far  as  I  am  concerned  I  am  ready  to 
vote  and  shall  support  the  bill  even 
though  in  my  opinion  it  falls  far  short 
of  what  should  have  been  done. 

Once  again  I  express  aprpeciation  to 
the  majority  leader,  who  I  know  had  very 
strong  feelings  on  this  question.  Some  of 
us  wanted  an  opportunity  to  present  our 
views  on  the  bill,  to  offer  amendments, 
and  to  have  them  accepted  or  rejected 
by  the  Senate  on  their  merits.  He  has 
given  us  that  opportunity.  That  is  all  I 
asked.  I  abide  by  the  decision  that  the 
Senate  itself  has  made. 

Mr.  DOMINICK.  Mr.  President,  will 
the  Senator  yield  me  2  minutes? 

Mr.  WILLIAMS  of  Delaware.  I  yield 
2  minutes  to  the  Senator  from  Colorado. 

Mr.  DOMINICK.  Mr.  President,  this 
is  a  most  iiTational  situation.  I  find  my¬ 
self,  a  member  of  the  Republican  Party, 
faced  with  a  bill  that  has  been  developed 
by  the  Democratic  policy  committee.  I 
find  myself  in  a  position  of  being  asked 
by  the  Democratic  majority  to  keep  an 
added  tax  on  individuals,  but  retain  the 
tax  credit  for  the  benefit  of  companies 
and  corporations.  I  find  myself  in  a  po¬ 
sition  where  the  Democratic  Ieadei'ship 
has  said  the  surtax  is  not  doing  any  good 
in  controlling  inflation;  yet  they  say, 
“All  right,  we  will  extend  it  for  6  more 
months.” 

I  find  myself  in  the  position  of  realiz¬ 
ing  that  while  there  has  been  inflation 
even  with  the  surtax,  this  would  con¬ 
tinue  the  surtax  but  retain  the  invest¬ 
ment  tax  credit.  Yet,  high  interest  rates 
and  inflation  go  on. 

I  think  to  pass  a  6 -month  extension  of 
the  surtax  and  to  do  nothing  else — 
which  is  what  the  Senate  has  decided 
to  do  today — is  a  mockery  to  the  Ameri¬ 
can  people. 

Mr.  MANSFIELD.  Mr.  President,  I 
yield  2  minutes  to  my  colleague  from 
Montana. 

Mr.  METCALF.  Mr.  President,  before 
this  debate  comes  to  a  close,  I  want  to 
call  attention  to  the  fact  that  simply 
because  there  was  an  agreement  not  to 
debate  the  low  income  allowance  sent 
over  to  us  by  the  House  as  a  part  of  the 
surtax  bill,  H.R.  12290,  that  does  not 
mean  those  who  need  tax  justice  the 
most  have  been  forgotten. 

We  must  not  forget  that  there  are  still 
some  5.2  million  taxpayers  at  or  below 
the  recognized  “povei’ty”  level  who  are 
still  paying  income  taxes.  That  is  quite 
a  contrast  with  the  much  quoted  statistic 
of  155  tax  returns  with  adjusted  gross 
incomes  above  $200,000  on  which  no  in¬ 
come  tax  was  paid,  including  21  returns 
with  incomes  above  $1  million. 

These  are  matters  which  will  be  sub¬ 
sequently  considered,  but  they  have  been 
given  inadequate  consideration  at  this 
time. 

Mr.  DIRKSEN.  Mr.  President,  I  yield 
2  minutes  to  the  Senator  from  Tennessee 
(Mr.  Baker). 
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Mr.  BAKER.  Mr.  President,  I  wish  at 
this  time  to  commend  the  Senator  from 
Colorado  (Mr.  Dominick)  for  his  suc¬ 
cinct  appraisal  of  the  situation  with 
which  we  are  faced  at  this  time.  I  would 
add  one  or  two  additional  items  of  di¬ 
lemma  to  that  situation  that  have  oc¬ 
curred  to  me. 

First,  our  colleagues  in  the  House  of 
Representatives,  on  both  sides  of  the 
aisle,  were  faced  with  the  question  of  act¬ 
ing  on  fiscal  responsibilities  and  casting 
their  votes  for  an  unpopular  tax  meas¬ 
ure,  bearing  in  mind  that  in  passing  the 
tax  measure  in  the  House  of  Representa¬ 
tives  they  also  initiated  tax  reform  with 
the  repeal  of  the  7  percent  investment 
credit,  by  dropping  from  the  Federal  tax 
rolls  people  with  incomes  below  a  cer¬ 
tain  level,  by  a  reduction  of  the  surtax 
to  5  percent  after  the  first  of  the  year, 
with  the  additional  revenues  that  action 
provided. 

All  that  has  gone  and  we  are  faced  with 
the  prospect  of  taxing  the  people  of  this 
country  and  yet  doing  nothing  to  re¬ 
lieve  inequities  by  tax  reform.  We  have 
faced  the  challenge  of  tax  reform  and 
we  have  failed. 

I  feel  reluctant,  but  I  must  cast  my 
vote  against  passage  at  this  point. 

Several  Senators  addressed  the  Chair. 

Mr.  DIRKSEN.  Mr.  President,  I  yield 
2  minutes  to  the  Senator  from  Colorado. 

Mr.  ALLOTT.  Mr.  President,  I  cannot 
disagree  with  the  statements  made  by 
my  distinguished  colleague,  or  those  of 
the  distinguished  Senator  from  Ten¬ 
nessee,  either  one.  But  my  vote  will  be 
different  on  this  matter,  and  I  think  I 
should  state  why. 

I  have  always  thought  that  the  so- 
called  unified  budget  is  phony.  I  am 
sorry  that  the  Johnson  administration 
adopted  it.  I  am  sorry  that  the  Nixon 
administration  continued  it,  because  it 
presents  a  phony  picture  to  the  people  of 
the  United  States. 

Nevertheless,  even  though  we  have 
been  deprived  here  of  the  opportunity  to 
take  5  million  poor  people  off  the  tax 
rolls,  and  of  continuing  the  surtax  at  a 
reduced  rate  through  next  June,  and 
even  though  we  have  not  been  able  to 
do  anything  with  the  investment  credit, 
this  is  a  half  loaf  that  I  have  to  take,  as 
obnoxious  as  it  is  to  me,  and  this  half 
loaf  represents  $5  billion,  which  will  be 
raised  by  the  tax  on  this  bill,  and  which 
will  inure  to  the  benefit  of  the  Govern¬ 
ment,  and  otherwise  will  inure  in  a  defi¬ 
cit  on  next  June  30. 

I  quarrel  with  no  one  who  has  a  dif¬ 
ferent  point  of  view,  but  since  I  have 
tried  every  way  I  can  to  get  more,  I  shall 
take  what  I  can  get  now. 

In  conclusion,  Mr.  President,  may  I 
just  say  this:  this  matter  now  goes  to 
the  House  of  Representatives.  We  do  not 
know  whether  we  will  get  a  bill  or  not. 
I  hope  we  do,  and  these  other  matters 
will  certainly  be  up  for  discussion  in  a 
conference  committee. 

Mr.  SCOTT.  Mr.  President,  will  the 
distinguished  Senator  yield? 

Mr.  ALLOTT.  I  yield  to  the  Senator 
from  Pennsylvania. 

Mr.  SCOTT.  In  order  to  save  the  Sen¬ 
ate’s  time,  let  me  simply  say  that  the 
distinguished  Senator  from  Colorado  has 


stated  my  sentiments  exactly,  and  I  in¬ 
tend  to  vote  as  he  intends  to  vote. 

Mr.  MANSFIELD.  Mr.  President,  I 
yield  2  minutes  to  the  distinguished 
Senator  from  Rhode  Island. 

Mr.  PASTORE.  Mr.  President,  I  was 
reluctant  to  rise  to  discuss  this  matter 
at  this  time,  but  in  view  of  some  of  the 
charges  that  have  been  made  on  this 
floor,  I  think  we  should  have  some 
correction. 

The  opposition  has  talked  about  mock¬ 
eries.  Why  do  we  not  talk  about  the 
hypocrisy  of  our  whole  tax  structure? 
That  is  what  we  are  trying  to  correct, 
and  that  is  the  reason  why  the  Demo¬ 
crats  have  held  out  for  6  months  instead 
of  the  12  months,  in  order  that  we  could 
bring  "about  the  equity  and  justice  that 
is  necessary  in  our  whole  tax  structure. 

What  is  a  surtax?  A  surtax  is  a  tax  on 
those  who  already  pay  a  tax.  We  know 
that  in  this  country  there  are  hundreds 
upon  hundreds  of  people  who  receive 
tremendous  incomes,  and  yet  do  not  pay 
one  nickel  in  taxes;  and  therefore,  if 
they  do  not  pay  a  tax,  there  will  be  no 
surtax  on  any  tax  that  they  pay,  and 
that  is  what  we  are  trying  to  correct. 
That  is  all  we  are  trying  to  do. 

We  have  decided,  in  the  policy  com¬ 
mittee,  that  the  only  reason  why  we 
would  go  for  6  months  was  because  we 
wanted  to  assure  the  people  of  this  coun¬ 
try  that  we  are  going  to  have  tax  re¬ 
form,  and  for  no  other  reason.  For  no 
other  reason. 

So  I  am  saying  to  those  who  are  de¬ 
fending  a  27  y2  percent  oil  depletion  that 
the  time  has  come  when  these  multi¬ 
millionaires  should  pay  a  tax  like  every¬ 
one  else,  on  an  equitable  basis,  on  a 
justifiable  basis,  and  not  on  a  basis  of 
favoritism. 

That  is  what  we  Democrats  are  trying 
to  do.  We  are  trying  to  protect  that  wage 
earner  who  pays  his  share,  and  to  catch 
the  multimillionaire  who  gets  away  scot 
free. 

Several  Senators  addressed  the  Chair. 

Mr.  DIRKSEN.  Mr.  President,  I  yield 
2  minutes  to  the  Senator  from  Iowa. 

Mr.  MILLER.  Mr.  President,  I  do  not 
like  to  see  this  matter  closed  off  on  a 
basis  of  partisanship.  I  have  been  here  9 
years,  and  have  been  as  much  for  tax 
reform  as  have  most  other  Senators. 
I  cannot  say  that  the  position  of  the  Sen¬ 
ator  from  Rhode  Island  has  been  crystal¬ 
lized  during  all  these  last  9  years.  I  am 
glad  it  is  going  to  be  this  year. 

But  let  us  make  it  loud  and  clear  that 
there  is  no  partisanship  on  this  issue  of 
tax  reform.  There  are  shared  views  on 
tax  reform  on  both  sides  of  the  aisle, 
and  I  do  not  think  that  this  body  ought 
to  go  off  with  that  kind  of  a  tail  on  it. 

I  should  like  to  say  this:  Starting  Jan¬ 
uary  1  next  year  is  when  the  low-income 
taxpayers  were  going  to  get  relief.  I  say 
to  my  friend  from  Montana  that  we  can 
wait  and  take  care  of  them  a  little  later 
on  this  year,  because  the  effective  date  is 
not  until  next  January  1. 

With  respect  to  the  repeal  of  the  in¬ 
vestment  tax  credit,  thanks  to  the  Sen¬ 
ator  from  Montana  and  the  Senator 
from  Louisiana,  we  have  been  assured 
that  it  is  going  to  be  repealed.  They  have 
the  power  on  that  side  of  the  aisle,  they 
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have  a  lot  of  support  on  this  side  of  the 
aisle,  and  it  is  going  to  be  repealed  as  of 
April  18th;  so  I  think  we  can  get  on  and 
do  a  job,  and  satisfy  most  of  us  now. 

Several  Senators  addressed  the  Chair. 

Mr.  MANSFIELD.  Mr.  President,  I 
yield  2  minutes  to  the  Senator  from 
TcxS/S 

Mr.  YARBOROUGH.  Mr.  President,  I 
shall  vote  against  the  surtax  extension, 
because  I  think  it  is  a  ranky  unjust  tax 
on  the  poor  and  middle  income  taxpayer, 
the  upper  middle  income  taxpayer  and 
the  lower  middle  income  taxpayer,  and 
the  working  man. 

We  proposed  a  just  tax  in  the  Senate 
last  year,  and  were  defeated — I  think 
we  got  18  votes — that  is  a  tax  on  excess 
war  profits.  It  would  raise  $9.5  to  $10 
billion  a  year.  This  surtax  raises  $9.5  to 
$10  billion  a  year,  this  revenue  is  an 
exact  substitute  for  that  which  would  be 
raised  by  the  surtax. 

We  talk  about  tax  reform,  and  we  play 
tiddledywinks  with  a  few  hundred  mil¬ 
lion  here  and  a  few  hundred  million 
there. 

We  had  an  excess  war  profits  tax  in 
World  War  I,  an  excess  war  profits  tax 
in  World  War  II  and  an  excess  war  pro¬ 
fits  tax  in  the  Korean  war.  Why  is  it 
less  necessary  today?  Do  we  put  the  blood 
and  lives  of  our  youth  in  Vietnam  at  a 
lower  level  than  we  put  the  profits  of 
the  war  contractors? 

More  than  $42  billion  dollars  are  paid 
a  year  in  prime  contracts  alone,  scot 
free.  This  bill  we  have  pending  here  will 
not  confiscate  those  profits.  It  starts  at 
nothing.  The  contractor  who  profits  only 
to  the  extent  of  $25,000  a  year  is  not 
touched.  The  highest  tax  on  such  profits 
proposed  is  37.5  percent.  Yet  it  would 
raise  9.5  billion  dollars  to  10  billion  dol¬ 
lars. 

Mr.  President,  that  is  the  fair  tax. 
That  is  the  just  tax.  That  is  the  tax  that 
has  proved  just  and  equitable  in  three 
different  wars.  It  is  no  innovation  and 
it  would  raise  as  much  money  as  the 
surtax. 

I  think  it  rankly  unjust  to  create  these 
vast  fortunes  of  hundreds  of  billions  of 
dollars  from  the  profits  of  war  and  the 
blood  and  lives  of  our  young  men,  and 
not  have  a  tax  on  these  profits  as  we 
had  in  the  last  3  wars.  This  war  has 
already  cost  us  $100  billion — the  most 
expensive  war  we  have  ever  fought,  ex¬ 
cept  World  War  II.  It  has  lasted  longer 
than  the  Revolutionary  War.  We  have 
had  more  casualties  than  in  the  Korean 
war.  We  are  approaching  the  losses  we 
had  in  World  War  I. 

Yet  we  refuse  to  tax  the  profits  of 
those  who  make  money  out  of  this  evil 
conflict  that  has  cause  the  crisis  we 
face  in  Europe,  that  has  caused  high 
taxes,  that  has  caused  high  interest 
rates,  that  has  caused  the  flight  of  gold 
from  our  treasury  and  that  constitutes 
the  greatest  evil  faced  by  America  to¬ 
day. 

I  shall  vote  against  this  unjust  tax 
which  is  sought  to  be  added  today  to  the 
backs  of  the  people. 

Mr.  DIRKSEN.  Mr.  President,  I  yield 
2  minutes  to  the  Senator  from  Nebraska. 

Mr.  CURTIS.  Mr.  President,  I  rise  to 
say  a  kind  word  for  the  distinguished 
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senior  Senator  from  Delaware  (Mr.  Wil¬ 
liams)  .  I  know  of  no  more  stalwart  pub¬ 
lic  servant,  past  or  present.  If  it  ha-’  not 
been  for  him,  there  would  have  been  no 
surtax  enacted  by  the  previous  Congress. 
If  it  had  not  been  for  him,  our  efforts 
to  reduce  expenditures  would  not  have 
proceeded  as  far  as  they  did.  He  has 
conducted  himself  on  this  day,  as  he  al¬ 
ways  has,  as  a  perfect  gentleman.  He 
has  lost  a  rollcall  or  two,  but  I  do  not 
think  that,  when  the  pages  of  history  are 
written,  they  will  mark  up  very  many 
real  losses  to  Jchn  Williams.  I  commend 
him  for  his  effort. 

Mr.  MANSFIELD.  Mr.  President,  I 
yield  5  minutes  to  the  distinguished  sen¬ 
ior  Senator  from  Florida. 

Mr.  HOLLAND.  Mr.  President,  I  thank 
the  majority  leader.  I  join  in  paying  tri¬ 
bute  to  the  distinguished  senior  Senator 
from  Delaware. 

And  I  want  to  add  to  the  name  of  the 
Senator  from  Delaware,  the  name  of  the 
senior  Senator  from  Montana,  the  ma¬ 
jority  leader.  I  think  they  have  both 
rendered  a  fine  contribution  here  today. 

Mr.  President,  of  course  none  of  us  are 
pleased  entirely  with  what  we  are  about 
to  do.  However,  it  seems  to  me  very  clear 
that  if  we  face  up  to  the  test  of  fiscal 
responsibility  and  stability  in  our  gov¬ 
ernment,  it  is  the  only  thing  we  have  a 
chance  to  do  today.  And,  of  course,  I 
propose  to  vote  for  the  extension  of  the 
surtax  at  10  percent  for  the  rest  of  the 
year. 

Going  further,  I  want  to  comfort  those 
who,  like  me,  may  feel  that  5  percent  for 
the  first  6  months  of  next  year  should 
also  have  been  enacted  by  reminding 
them  that  it  is  coupled  with  a  bill  on  the 
calendar  containing  some  very  attractive 
measures. 

One  of  them  is  the  extension  of  the 
excise  tax,  which  has  got  to  be  done  if 
our  country  is  to  be  fiscally  solvent. 

Another  is  the  matter  of  relief  being 
afforded  to  certain  persons  of  the  very 
low  income  group  from  the  tax  burden. 
I  believe  that  number  is  stated  to  be 
about  5  million. 

Beginning  with  the  consideration  of 
the  1947  tax  reduction  bill  and  later  the 
1948  bill,  the  senior  Senator  from 
Arkansas  (Mr.  McClellan),  joined  by 
the  senior  Senator  from  Florida,  insisted 
that  the  promises  that  have  been  made 
to  the  poor  people  throughout  World 
War  II  be  redeemed.  Those  promises 
were  redeemed.  The  exemptions  were  cut 
from  $500  a  person.  It  was  promised  that 
they  would  be  restored  when  we  finished 
the  war.  We  finally  got  $100  restored  in 
1948. 

We  will  have  a  chance  in  connection 
with  the  bill  presently  on  the  calendar 
to  restore  a  little  more  and  bring  about 
a  little  greater  degree  of  equity. 

I  express  my  appreciation  to  the  junior 
Senator  from  Montana  and  to  the  senior 
Senator  from  Arkansas  for  the  long,  con¬ 
tinuing  battle  they  have  made  in  this 
field. 

The  tax  investment  credit  also  is  con¬ 
tained  in  the  bill  that  is  upon  the  cal¬ 
endar.  I  want  the  record  to  show  that 
we  are  assured  that  with  respect  to  the 
bill  on  the  calendar,  there  is  no  request 
for  recommittal  of  the  bill.  A  study  is 


to  be  made  in  the  committee  with  a  view 
of  reporting  committee  amendments  to 
the  investment  tax  credit  bill  which,  of 
course,  is  in  accord  with  normal  Senate 
procedure. 

I  think  we  will  have  to  complete  the 
job  at  a  later  date.  I  will  take  great 
pleasure  in  aiding  in  the  completion  of 
the  job  at  a  later  date.  But  it  seems  to 
me  that  we  have  faced  up  to  the  only 
thing  we  could  do. 

After  all,  that  is  what  politics  is.  It  is 
a  matter  of  accomplishing  what  is  just 
and  what  is  good.  And  I  think  we  are 
about  to  do  that  very  thing  today. 

Mr.  President,  I  am  glad  we  are  going 
to  do  it.  I  think  it  is  the  fiscally  respon¬ 
sible  thing  to  do.  I  think  it  puts  us  in  a 
better  light  in  the  international  com¬ 
munity.  I  think  it  puts  all  of  us  in  the 
position  of  having  voted  to  maintain  a 
sound  and  solvent  government.  And  that 
is  always  greatly  desired. 

Mr.  President,  I  am  glad  to  vote  for 
the  bill.  However,  I  would  much  have 
preferred  it  if  we  had  voted  for  the  en¬ 
tire  provisions  of  H.R.  12290  as  it  came 
from  the  House  and  is  on  the  calendar. 

Mr.  MANSFIELD.  Mr.  President,  I 
yield  2  minutes  to  the  distinguished 
senior  Senator  from  West  Virginia. 

The  PRESIDING  OFFICER.  The 
Senator  from  West  Virginia  is  recog¬ 
nized  for  2  minutes. 

SENATE  ACTS  RESPONSIBLY 

Mr.  RANDOLPH.  Mr.  President,  I  be¬ 
lieve  that  the  Senate  in  a  few  minutes 
will  act  in  a  responsible  way,  responsive 
to  the  general  feelings  of  the  citizens  of 
the  United  States. 

It  is  my  belief  that  they  are  willing  to 
support  extension  of  the  surtax  coupled 
with  early  action  on  tax  reform.  We 
are  making  a  commitment  to  develop 
needed  revisions  of  our  tax  structure 
which  will  be  drafted  under  the  leader¬ 
ship  of  Chairman  Long  and  the  mem¬ 
bers  of  the  Finance  Committee. 

I  commend  the  Senate  on  its  realism 
with  regard  to  a  difficult  surtax  issue, 
involved  with  the  absolute  necessity  for 
a  more  equitable  tax  base.  Our  leaders, 
Senators  Mansfield,  and  Dirksen,  have 
acted  wisely. 

There  will  be  no  unanimity  in  the  final 
roll  call,  but  I  am  sure  each  Senator  will 
respect  and  understand  the  differences 
of  conviction  on  this  confused  and  com¬ 
plex  issue. 

Mr.  MANSFIELD.  Mr.  President,  I 
yield  2  minutes  to  the  Senator  from 
Ark^ns^s 

The  PRESIDING  OFFICER.  The  Sen¬ 
ator  from  Arkansas  is  recognized  for  2 
minutes. 

Mr.  FULBRIGHT.  Mr.  President,  I  do 
not  want  this  moment  to  pass  without 
paying  tribute  to  the  majority  and  mi¬ 
nority  leaders  for  the  very  fine  job  they 
have  done  in  bringing  a  most  difficult 
matter  to  a  satisfactory  conclusion. 

I  do  wish,  however,  to  raise  one  ques¬ 
tion.  That  concerns  the  apparent  assur¬ 
ance  that  the  surtax  has  been  a  restraint 
upon  inflation.  We  have  had  the  surtax 
for  over  a  year.  During  that  period  of 
time  we  have  had  very  great  inflation. 

I  think  the  Senate  can  well  consider, 
in  view  of  the  decreases  in  the  market, 
in  our  economy,  and  in  the  reports  from 


some  of  our  biggest  corporations,  wheth¬ 
er  we  are  not  heading  for  a  depression 
rather  than  for  continued  inflation. 

I  do  not  know.  I  am  puzzled  about  it. 
I  am  not  as  sure  as  many  of  my  col¬ 
leagues  seem  to  be  that  extending  the 
tax  is  necessarily  a  good  thing  for  our 
economy.  It  may  well  be  that  we  will 
look  back  upon  both  the  10  percent  sur¬ 
tax  and  the  tax  investment  credit  exten¬ 
sion  as  not  necessarily  involving  an  in¬ 
centive  for  the  expansion  of  our  econ¬ 
omy.  I  am  not  as  certain  as  many  of 
my  colleagues  appear  to  be  about  the 
economics  of  the  situation  we  are  now 
facing. 

However,  I  am  very  glad  to  pay  tribute 
to  both  leaders  for  resolving  the  dilemma 
in  which  we  found  ourselves. 

Most  Senators  would  like  some  degree 
of  reform  in  the  existing  tax  structure.  I 
think  this  is  a  step  toward  that.  That  is 
why  I  did  not  see  any  way  to  get  out  of 
it. 

I  compliment  the  leadership  on  both 
sides  and  especially  the  majority  leader 
for  the  fine  job  that  has  been  done. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  DIRKSEN.  Mr.  President,  I  will 
add  only  1  minute  to  the  discussion. 

I  suppose  ever  since  the  dawn  of  time-, 
man  has  been  prophesying  doom  and 
gloom.  I  recall  how  out  of  Shakespeare 
it  was  said  to  Caesar,  “Beware  of  the  Ides 
of  March.” 

On  a  given  day  Caesar  said  to  those 
who  had  thus  prophesied:  “The  Ides  of 
March  have  come.” 

And  they  said  to  Caesar:  “But  not 
gone.” 

So  maybe  the  Ides  of  March  are  here, 
and  we  will  have  to  wait  and  see  whether 
they  are  going  or  whether  there  is  catas¬ 
trophe  and  disaster  combined  because  of 
their  being  here. 

About  one  thing  I  am  quite  happy 
about.  I  am  glad  that  we  did  not  extend 
the  debate  into  the  month  of  August,  be¬ 
cause  an  astronomer  would  tell  us  that 
the  dog  star,  Sirius,  will  come  up  in  the 
western  sky  and  be  in  the  ascendancy 
for  some  time.  And  that  is  the  star  that 
connotes  the  dog  days  when  men  and 
dogs  bite  each  other. 

I  would  be  afraid  if  we  had  the  bill  up 
for  debate  on  the  Senate  floor  when  the 
dog  days  came. 

How  fortunate  we  are  that  we  are  com¬ 
mitted  to  a  needed  summer  recess  start¬ 
ing  at  the  close  of  business  on  the  13th 
of  August. 

We  will  all  go  home  and  discover  from 
our  constituency — from  those  who  are, 
after  all,  the  repositories  of  the  power  in 
this  country — whether  they  liked  our 
comportment  and  conduct  in  respect  to 
the  tax  bill  or  not. 

I  have  an  idea  that  people  will  speak  in 
language,  as  I  used  to  say  to  Lyndon 
Johnson,  that  even  a  Texan  can  under¬ 
stand.  And  so,  we  will  abide  the  time. 

I  like  to  equate  what  we  have  done 
today.  The  distinguished  majority  leader 
and  I  more  or  less  started  these  confer¬ 
ences  8  days  ago  today.  And  I  must 
say  for  him  that  he  has  been  the  soul  of 
patience.  He  has  come  to  my  office  more 
often,  I  suppose,  than  I  went  to  his. 
However,  it  was  always  in  the  spirit  of 
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sweet  reasoning  and  the  hope  that  some¬ 
how  we  could  solve  this  difficulty  and 
allay  the  concern  and  fears  of  people, 
and  particularly  those  of  the  business 
community. 

We  have  been  partially  successful,  and 
if  I  had  to  render  it  into  euclidean  form 
today,  I  would  have  to  say  to  my  genial 
friend,  the  distinguished  majority  leader, 
that  8  days  equals  1  month.  That  has 
been  the  result  of  all  our  efforts. 

So  we  marched  up  and  we  marched 
down.  And  I  hold  those  30  days  from 
November  30  to  December  31  in  the  very 
hollow  of  my  hand.  And  how  I  shall 
treasure  them.  In  that  period  from  No¬ 
vember  30  to  December  31,  there  are 
several  great  things  that  will  somehow 
dissolve  and  dissipate  so  many  of  the 
anxieties  and  vexations  of  our  people, 
because  in  that  30-day  period  there  is  the 
day  of  Thanksgiving  and  there  is  the 
day  of  Christmas.  So  let  it  be  done. 

Mr.  President,  I  am  glad  the  Mem¬ 
bers  have  remained,  because  I  want  to 
ask  the  majority  leader  now  about  what 
may  have  been  contrived  by  way  of  a 
vote  on  Tuesday  or  Wednesday  of  next 
week  on  the  amendments  to  the  appro¬ 
priation  bill,  and  the  bill  itself,  which 
contains  the  ABM  language. 

Mr.  MANSFIELD.  Mr.  President,  if  I 
may  advert  to  what  the  distinguished 
minority  leader  said  in  the  beginning  of 
his  remarks,  I  would  like  to  take  not 
more  than  a  minute  of  the  Senate’s  time. 

First,  I  want  to  say  that  the  bill  now 
before  us  was  developed  in  the  spirit  of 
accommodation  and  understanding.  The 
two  amendments  which  were  discussed, 
I  think,  were  offered  first  by  the  distin¬ 
guished  Senator  from  Delaware  (Mr. 
Williams),  and  therein  lies  the  genesis 
for  the  measures  which  were  consid¬ 
ered  on  the  floor  to  date.  All  he  asked 
was  a  chance  to  have  a  vote  on  these 
two  proposals;  and  eventually — through 
persistence,  determination,  and  intelli¬ 
gence — he,  in  effect,  had  his  way. 

The  second  factor  I  want  to  mention 
is  that  the  30 -day  renewal  was  espe¬ 
cially  requested  by  the  distinguished  ma¬ 
jority  leader,  and  he  was  so  persuasive 
and  so  considerate  and  so  understanding 
that  he,  likewise,  was  able  to  have  his 
way. 

So  this  is  not  a  6-months  bill;  this  is 
a  Senate  6-months  bill,  in  which  both 
Democrats  and  Republicans  have  par¬ 
ticipated  together. 

In  response  to  the  latter  portion  of  the 
distinguished  minority  leader’s  remarks, 
I  think  he  ought  to  ask  that  question  of 
the  distinguished  senior  Senator  from 
Kentucky,  who  for  2  weeks,  to  the  best 
of  my  knowledge,  has  been  trying  to 
bring  the  ABM  matter,  the  Cooper-Hart 
amendment,  to  a  vote.  He  is  the  one  who 
I  believe  could  answer  the  question. 

Mr.  DIRKSEN.  I  address  it,  then,  to 
the  distinguished  Senator  from  Ken¬ 
tucky  and  at  the  same  time  to  the  dis¬ 
tinguished  Senator  from  Mississippi. 

Mr.  STENNIS.  Let  the  Senator  from 
Kentucky  speak  first. 

Mr.  COOPER.  Mr.  President,  the  Sen¬ 
ator  from  Michigan  (Mr.  Hart)  and  I 
have  conferred  with  the  Senator  from 
Mississippi  (Mr.  Stennis)  with  many 
others  who  are  interested  in  the  amend¬ 
ment. 


As  a  result  of  our  conference,  Senator 
Hart  and  I  propose  the  following  unani¬ 
mous-consent  agreement: 

We  ask  unanimous  consent  that  on 
Wednesday,  August  6,  at  3  o’clock  p.m., 
the  Senate  shall  vote  on  the  amendment 
to  S.  2546  proposed  by  the  Senator  from 
Michigan  (Mr.  Hart)  and  myself. 

We  also  ask  unanimous  consent  that 
on  Tuesday,  August  5,  immediately  after 
the  morning  hour,  there  shall  be  4  hours 
of  debate  on  the  amendment,  equally  di¬ 
vided  between  proponents  and  oppon¬ 
ents;  that  on  Wednesday,  the  Senate 
shall  convene  at  11  a.m.;  that  there  shall 
be  no  morning  hour;  that  there  shall  be 
4  hours  of  debate  on  the  amendment, 
equally  divided  between  opponents  and 
proponents;  that  the  time  allotted  to  the 
proponents  shall  be  controlled  by  the 
Senator  from  Mississippi  (Mr.  Stennis) 
and  the  time  allotted  to  the  opponents 
shall  be  controlled  by  the  Senator  from 
Michigan  and  myself. 

Mr.  STENNIS.  The  proponents  of  the 
amendment. 

Mr.  COOPER.  Of  the  amendment,  yes. 

Mr.  RUSSELL.  Mr.  President,  reserv¬ 
ing  the  right  to  object — I  do  not  intend 
to  object,  and  I  do  not  intend  to  offer 
any  amendment — but  the  unanimous- 
consent  request  proposed  by  the  Senator 
from  Kentucky  does  not  take  into  con¬ 
sideration  any  amendments  or  amend¬ 
ments  in  the  nature  of  a  substitute  that 
might  be  proposed  for  the  proposition 
advanced  by  the  Senator  from  Kentucky 
and  the  Senator  from  Michigan. 

I  have  no  amendments,  but  I  have 
seen  Senators  excluded  from  offering 
their  amendments  by  virtue  of  such  a 
unanimous-consent  request;  and  I  think 
that  ought  to  be  included — the  amend¬ 
ment  and  any  amendments  proposed 
thereto — so  at  least  a  Senator  could  offer 
an  amendment  whether  he  had  any  time 
on  it  or  not. 

Mr.  COOPER.  I  think  the  Senator  is 
correct.  We  discussed  this  possibility.  I 
thank  the  Senator  from  Georgia.  I  think 
he  is  correct. 

I  include  in  the  unanimous-consent 
request  that  if  any  amendment  is  offered, 
there  shall  be  1  hour  on  the  amend¬ 
ment,  equally  divided  between  the  op¬ 
ponents  and  the  proponents. 

Mr.  STENNIS.  Mr.  President,  will  the 
Senator  yield? 

Mr.  COOPER.  I  yield. 

Mr.  STENNIS.  Any  amendment  offered 
to  the  Cooper-Hart  amendment. 

Mr.  COOPER.  Yes. 

The  PRESIDING  OFFICER.  Is  there 
objection? 

Mr.  DIRKSEN.  Reserving  the  right  to 
object,  I  trust  that  the  request  will  be 
quite  clear.  As  I  understand,  no  time  on 
Monday  is  being  encumbered  by  the 
unanimous-consent  request. 

Mr.  COOPER.  That  is  correct. 

Mr.  DIRKSEN.  That  time  is  free. 

On  Tuesday,  the  Senator  asks  us  to 
come  in  at  11  a.m. 

Mr.  COOPER.  No,  not  on  Tuesday. 

Mr.  DIRKSEN.  The  request  is  to  come 
in  at  12  on  Tuesday,  and  the  Senator 
asks  for  4  hours’  debate,  to  be  equally 
divided,  after  the  morning  hour  on 
Tuesday? 

Mr.  COOPER.  That  is  correct. 
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Mr.  DIRKSEN.  And  on  Wednesday,  to 
come  in  at  11  a.m.,  no  morning  hour,  and 
then  a  division  of  time.  Does  the  Senator 
have  a  time  limit  for  a  vote? 

Mr.  COOPER.  To  vote  at  3  p.m. 

The  PRESIDING  OFFICER.  Is  there 
objection? 

Mr.  JAVITS  addressed  the  Chair. 

Mr.  DIRKSEN.  Mr.  President,  I  have 
the  floor,  on  reservation. 

I  am  trying  to  get  clear  what  the  dis¬ 
tinguished  Senator  from  Kentucky - - 

Mr.  PASTORE.  Mr.  President,  we  can¬ 
not  hear  the  minority  leader. 

Mr.  STENNIS.  Mr.  President,  may  we 
have  order? 

The  PRESIDING  OFFICER.  The  Sen¬ 
ate  will  be  in  order. 

Mr.  DIRKSEN.  Mr.  President,  I  am 
trying  to  make  clear  what  the  distin¬ 
guished  Senator  from  Kentucky  is  try¬ 
ing  to  do. 

Mr.  COOPER.  Let  me  say,  first,  that 
this  proposal  was  agreed  to  by  the  Sen¬ 
ator  from  Mississippi  (Mr.  Stennis)  ,  the 
Senator  from  Michigan  (Mr.  Hart),  and 
a  number  of  other  Senators  who  are  in¬ 
terested  in  the  amendment. 

Mr.  DIRKSEN.  In  connection  with 
this,  I  had  better  ask  the  distinguished 
majority  leader  first  whether  it  is  pro¬ 
posed  to  recess  or  adjourn  the  Senate 
tonight  until  Monday. 

Mr.  MANSFIELD.  No.  It  is  anticipated 
that  we  will  come  in  tomorrow.  The 
distinguished  Senator  from  Connecticut 
(Mr.  Dodd)  has  some  remarks;  there  may 
be  other  Senators — the  chairman  of  the 
Committee  on  Armed  Services. 

But  I  would  anticipate  no  votes  tomor¬ 
row,  just  routine  business,  speeches,  and 
noncontroversial  items  that  might  be  on 
the  calendar. 

Mr.  DIRKSEN.  That  leaves  Monday 
unencumbered  for  anyone  who  wants  to 
discuss  the  bill  or  anything  else. 

Mr.  MANSFIELD.  Yes,  as  well  as  to¬ 
morrow. 

Mr.  DIRKSEN.  And  on  Tuesday  we 
would  come  in  at  noon,  and  have  4  hours 
of  debate  on  Tuesday. 

Mr.  COOPER.  Yes. 

Mr.  DIRKSEN.  And  then  on  Wednes¬ 
day,  we  would  come  in  at  11  a.m.,  no 
morning  hour,  and  how  much  debate? 

Mr.  COOPER.  Four  hours. 

Mr.  DIRKSEN.  Four  hours  on  Wednes¬ 
day. 

Mr.  COOPER.  We  cannot  set  a  time 
now  because  of  amendments  offered. 

Mr.  DIRKSEN.  But  the  vote  would  be 
had  as  expeditiously  thereafter  as  pos¬ 
sible? 

Mr.  COOPER.  Yes. 

Mr.  DIRKSEN.  I  have  no  objection. 

Mr.  STENNIS.  Mr.  President,  reserving 
the  right  to  object - 

Mr.  DOMINICK.  Mr.  President,  reserv¬ 
ing  the  right  to  object - 

Mr.  STENNIS.  I  call  attention  to  one 
additional  point?  There  will  be  other 
time,  if  the  Senate  wishes,  on  Tuesday. 
The  agreement  asks  for  4  hours  of 
controlled  time  only.  Of  course,  we  want 
that  time  on  that  subject. 

For  the  information  of  the  Senate,  this 
matter  has  been  threshed  out  very  care¬ 
fully  and  has  been  gone  over  many  times. 
The  Senator  from  Kentucky  and  the 
Senator  from  Michigan  have  been  quite 
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cooperative  in  it.  I  believe  it  represents 
a  fine  consensus  which  will  accommodate 
the  entire  membership  of  the  Senate. 

Mr.  COOPER.  Mr.  President,  in  view 
of  the  proper  addition  tha/t  was  made  to 
the  request  dealing  with  any  amend¬ 
ments  that  might  be  offered  to  the 
Cooper-Hart  amendment,  it  will  be  nec¬ 
essary  to  strike  from  the  original  request 
I  made  that  we  shall  vote  at  3  o’clock; 
because  if  amendments  are  offered,  of 
course,  we  could  not  have  both  4  hours 
of  debate  and  still  vote  at  3  o’clock. 

Mr.  MURPHY.  Mr.  President,  will  the 
Senator  yield? 

Mr.  COOPER.  I  yield. 

Mr.  MURPHY.  Does  the  Senator  wish 
to  limit  the  time  on  the  amendment? 

UNANIMOUS-CONSENT  AGREEMENT 

Mr.  COOPER.  Mr.  President,  I  shall 
state  the  agreement  again,  as  modified. 

We  ask  unanimous  consent  that  on 
Wednesday,  August  6,  1969,  but  not  be¬ 
fore  3  p.m.,  the  Senate  shall  vote  on  the 
amendment  proposed  by  the  Senator 
from  Michigan  (Mr.  Hart)  and  myself 
to  S.  2546. 

We  ask  unanimous  consent  that  on 
Tuesday  next,  after  the  morning  hour, 
there  be  4  hours  of  debate  on  the  amend¬ 
ment,  equally  divided  between  the  propo¬ 
nents  and  opponents;  that  on  Wednesday 
the  Senate  will  convene  at  11  a.m.;  that 
there  will  be  no  morning  hour;  that  there 
will  be  4  hours  of  debate  on  the  Cooper- 
Hart  amendment,  equally  divided  be¬ 
tween  the  opponents  and  proponents; 
that  if  there  be  further  amendments  to 
the  Cooper-Hart  amendment,  the  time 
will  be  limited  to  1  hour  on  such  amend¬ 
ments,  to  be  equally  divided  between  the 
proponents  and  the  sponsors  of  the 
Cooper-Hart  amendment. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  unanimous-consent  re¬ 
quest?  The  Chair  hears  no  objection,  and 
the  agreement  is  entered  into. 

Do  Senators  yield  back  their  time? 

Mr.  DIRKSEN.  I  yield  back  my  time. 

Mr.  MANSFIELD.  I  yield  back  my 
time. 

The  PRESIDING  OFFICER.  All  time 
has  been  yielded  back.  The  question  is, 
Shall  the  bill  pass?  On  this  question,  the 
yeas  and  nays  have  been  ordered,  and  the 
clerk  will  call  the  roll. 

The  bill  clerk  called  the  roll. 

The  result  was  announced — yeas  70, 
nays  30,  as  follows: 

[No.  63  Leg.] 

YEAS— 70 


Aiken 

Gravel 

Mundt 

Allott 

Griffin 

Murphy 

Anderson 

Gurney 

Muskie 

Bellmon 

Hansen 

Packwood 

Bennett 

Harris 

Pastore 

Boggs 

Hartke 

Pearson 

Brooke 

Holland 

Pell 

Byrd,  Va. 

Hruska 

Percy 

Case 

Hughes 

Randolph 

Cooper 

Inouye 

Ribicoff 

Cranston 

Jackson 

Russell 

Curtis 

Javits 

Schweiker 

Dirksen 

Jordan,  N.C. 

Scott 

Dodd 

Kennedy 

Smith 

Dole 

Long 

Sparkman 

Eagleton 

Magnuson 

Spong 

Eastland 

Mansfield 

Stennis 

Ellender 

Mathias 

Stevens 

Ervin 

McCarthy 

Thurmond 

Fannin 

McClellan 

Tower 

Fong 

McGee 

Williams,  Del. 

Goldwater 

McIntyre 

Young,  N.  Dak. 

Goodell 

Miller 

Gore 

Mondale 

Allen 

Baker 

Bayh 

Bible 

Burdick 

Byrd,  W.  Va. 

Cannon 

Church 

Cook 

Cotton 


NAYS— 30 

Dominick 

Fultaright 

Hart 

Hatfield 

Hollings 

Jordan,  Idaho 

McGovern 

Metcalf 

Montoya 

Moss 


Nelson 

Prouty 

Proxmire 

Saxbe 

Symington 

Talmadge 

Tydings 

Williams,  N.J. 

Yarborough 

Young,  Ohio 


So  the  bill  (H.R.  9951)  was  passed. 

Mr.  LONG.  Mr.  President,  I  move  that 
the  vote  by  which  the  bill  was  passed 
be  reconsidered. 

Mr.  JAVITS.  Mr.  President,  I  move 
that  the  motion  to  reconsider  be  laid  on 
the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  LONG.  Mr.  President,  I  am  not 
going  to  make  a  request  for  the  conferees* 
at  this  point,  because  we  only  had  one* 
amendment,  which  is  the  same  language 
as  that  in  the  House,  and  so  would  hope 
that  the  House  would  take  it  as  an 
amendment.  If  they  want  conferees,  we 
will  be  glad  to  accommodate  them,  but 
it. is  important  that  we  act  on  the  inter¬ 
est^  equalization  tax,  which'  expires  to- 
nig’ht,  which  bill  is  now  at  the  desk. 

Mr.  MANSFIELD.  Mr.  President,  as 
the  votes  on  this  measure  today  indicate, 
no  particular  point  of  view  can  claim 
victory  or,  for  that  matter,  defeat.  If 
there  was  a  victory  attached  to  it,  it  was 
a  victory  for  the  Senate  as  a  whole, 
the  administration,  and,  hopefully,  the 
American  people. 

I  am  happy  that  we  were  able  to 
reach,  on  a  bipartisan  basis,  a  reason¬ 
able  accommodation  after  a  very  lengthy 
exchange  of  views  and  collection  of  con¬ 
ferences,  and  I  want  it  clearly  understood 
that  any  credit  which  inures  for  the 
measure  which  has  just  passed  the  Sen¬ 
ate  belongs  to  all  of  us  and  not  to  the 
leadership  on  either  side,  or  to  any  indi¬ 
vidual  Senator.  In  that  action,  the  ad¬ 
ministration  has  also  played  a  very 
worthwhile  and  responsible  part. 

No  particular  interest  can  claim  credit 
or  rejection.  Rather  what  these  proceed¬ 
ings  have  indicated  above  all  is  that  the 
Senate  as  a  whole  can  be  proud  of  an 
accomplishment  attained  in  the  spirit  of 
accommodation  and  responsibility.  The 
only  winners  are  the  people. 

The  able  chairman  of  the  Finance 
Committee,  the  distinguished  Senator 
from  Louisiana  (Mr.  Long)  once  again 
displayed  his  remarkable  ability  in  his 
expert  handling  of  this  very  important 
measure.  And  the  minority  leader  offered 
his  characteristic  cooperation  and  full 
support.  Their  participation  was  indis¬ 
pensable  in  effecting  a  meeting  of  the 
minds  on  all  sides  of  the  issue,  thus  mak¬ 
ing  possible  the  responsible  action  taken 
by  the  Senate  today. 

Working  also  so  indispensably  to  ac¬ 
complish  the  responsible  end  obtained 
were  the  capable  senior  Senator  from 
Delaware  (Mr.  Williams)  and  the  able 
Senator  from  South  Dakota  (Mr. 
Mundt)  .  Their  views  were  expressed  with 
the  deep  understanding  and  wisdom  that 
have  characterized  all  of  their  efforts  in 
the  past.  I  might  say  that  it  is  most  dif 
ficult  to  express  in  words  my  esteem  and 
gratitude  for  their  splendid  contribution. 


To  say  it  simply:  Senator  Dirksen, 
Senator  Williams,  and  Senator  Mundt 
all  deserve  our  deepest  appreciation  for 
their  tireless  efforts  to  resolve  this  mat¬ 
ter  reasonably.  They  happen  to  serve  on 
the  other  side  of  the  aisle,  but  I  might 
say  that  in  the  interest  of  accommoda¬ 
tion  and  unity  in  the  Senate,  their  serv¬ 
ice  rises  above  partisanship.  <• 

May  I  say,  also,  that  I  think  the  entire 
Senate  is  to  be  commended  on  that  score. 
The  close  attention  and  support  during 
the  discussions  today  and  the  splend’d 
cooperation  displayed  by  all  certainly 
credits  this  body  immeasurably.  It  was 
imperative  that  all  views  be  heard  and 
considered.  I  am  proud  to  say  they  were. 
I  thank  each  and  every  Senator.  We  may 
all  be  proud. 


CONTINUATION  FOR  A  TEMPORARY 

PERIOD  OF  THE  INTEREST  EQUAL¬ 
IZATION  TAX 

Mr.  LONG.  Mr.  President,  I  ask  that 
the  Chair  lay  before  the  Senate  a  mes¬ 
sage  from  the  House  of  Representatives 
on  H.R.  13079. 

The  PRESIDING  OFFICER  laid  be¬ 
fore  the  Senate  H.R.  13079,  an  act  to 
continue  for  a  temporary  period  the  ex¬ 
isting  interest  equalization  tax,  which 
was  read  twice  by  its  title. 

Mr.  LONG.  Mr.  President,  I  ask  unani¬ 
mous  consent  that  the  Senate  proceed 
to  its  immediate  consideration. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  present  consideration  of 
the  bill? 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  bill. 

Mr.  LONG.  Mr.  President,  this  is  a 
mere  30-day  extension  of  the  existing 
equalization  tax,  so  that  we  can  get  the 
bill  considered. 

Mr.  JAVITS.  Mr.  President,  will  the 
Senator  from  Louisiana  yield? 

Mr.  LONG.  I  yield. 

Mr.  JAVITS.  Mr.  President,  this  is  an 
important  bill,  which  has  a  widespread 
interest,  especially  today.  I  understand 
Jiat  it  is  only  a  30-day  extension  but  I 
shculd  like  to  ask  the  Senator  from 
Louisiana  whether  there  are  any  facts 
or  figures  available  as  to  how  it  is  oper- 
ating\oday,  both  in  terms  of  our  bal¬ 
ance  ofspayments  problems,  for  which  it 
was  originally  devised,  and  in  terms  of 
the  high  interest  rate  we  have  not  only 
in  this  county  but  also  the  very  high  in¬ 
terest  rates  nhw  being  paid  by  our  banks 
with  regard  t\  Eurodollar  borrowings 
abroad.  I  shouldMike  to  ask  the  Senator 
whether  the  Finance  Committee  is  going 
to  look  into  the  general  network  of  ques¬ 
tions  which  are  involved  so  that  when 
we  do  come  to  act  in\a  definitive  way, 
we  will  have  that  body\of  information. 

Mr.  LONG.  Mr.  Presided,  I  shall  seek 
to  obtain  that,  and  any  other  informa¬ 
tion  the  Senator  wants,  if  he\vill  just  let 
us  know.  Unfortunately,  I  cannot  provide 
all  of  that  for  the  Senator  today,  as  he 
is  well  aware  of,  I  am  sure.  I  anvmerely 
told  by  the  Treasury  Department  t^at  if 
we  do  not  do  this,  a  large  amount  of 
money  might  flow  out  of  the  count) 
which  would  create  some  problems  fdx 
us  in  this  country. 
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Mr.  MAVITS.  Of  course,  I  would  not 
dream  df  being  so  irresponsible  as  that 
to  seek  to\>lock  this  legislation  but  I  do 
want  to  get\abreast  of  how  it  will  work. 
That  is  why  Y  asked  for  the  information 
I  did.  I  have  nb  objection,  of  course. 

Mr.  LONG.  iSjvill  cooperate  with  the 
Senator  to  that  ei 

The  bill  was  ordered  to  a  third  read¬ 
ing,  was  read  the  thVd  time,  and  passed. 

Mr.  LONG.  Mr.  President,  I  move  that 
the  vote  by  which  the  t^jll  was  passed  be 
reconsidered. 

Mr.  MANSFIELD.  Mr\  President,  I 
move  that  the  motion  to  reconsider  be 
laid  on  the  table. 

The  motion  to  lay  on  the  \able  was 
agreed  to. 

LEGISLATIVE  PROGRAM 

Mr.  SCOTT.  Mr.  President,  I  risNto 
inquire  of  the  distinguished  majoru 
leader  whether  he  expects  any  votes  to-* 
morrow. 

Mr.  MANSFIELD.  Mr.  President,  re¬ 
sponding  to  the  question  raised  by  the 
distinguished  acting  minority  leader,  I 
cannot  give  an  unequivocal  answer  but 
to  the  best  of  my  knowledge,  it  does  not 
appear  that  there  will  be  any  votes  to¬ 
morrow. 

Mr.  SCOTT.  I  do  thank  the  Senator 
from  Montana. 


AUTHORIZATION  OF  APPROPRIA¬ 
TIONS  FOR  FISCAL  YEAR  1970  FOR 
MILITARY  PROCUREMENT,  RE¬ 
SEARCH  AND  DEVELOPMENT,  AND 
FOR  THE  CONSTRUCTION  OF  MIS¬ 
SILE  TEST  FACILITIES  AT  KWA JA- 
LEIN  MISSILE  RANGE,  AND  RE¬ 
SERVE  COMPONENT  STRENGTH 

Tire  PRESIDING  OFFICER  (Mr. 
Saxbe  in  the  chair) .  The  Chair  lays  be¬ 
fore  the  Senate  the  unfinished  business 
which  the  clerk  will  state. 

The  Legislative  Clerk.  S.  2546,  to  au¬ 
thorize  appropriations  during  the  fiscal 
year  1970  for  procurement  of  aircraft, 
missiles,  naval  vessels,  and  tracked  com¬ 
bat  vehicles,  and  research,  development, 
test,  and  evaluation  for  the  Armed 
Forces,  and  to  authorize  the  construc¬ 
tion  of  test  facilities  at  Kwajalein  Missile 
Range,  and  to  prescribe  the  authorize 
personnel  strength  of  the  Selected 
serve  of  each  reserve  component  of  Xhe 
Armed  Forces,  and  for  other  purposes. 

The  Senate  resumed  consideration  of 
the  bill. 

AMENDMENT  NO.  Ill 

Mr.  FULBRIGHT.  Mr.  Resident,  I 
submit  an  amendment  to  /the  pending 
bill.  It  is  a  simple  amendment  which  I 
would  like  to  explain  briefly. 

The  amendment  wmild  require  the 
Secretary  of  Defenso/to  make  available 
to  a  congressional  /Committee,  upon  re¬ 
quest,  any  study  or  report  prepared  out¬ 
side  the  Department  of  Defense  which 
was  financed  if whole  or  in  part  by  the 
Department,  yrhe  purpose  is  to  insure 
that  the  Congress  is  given  access  to  re¬ 
search  stupes  performed  by  the  so-called 
“think  tanks,”  the  universities,  or  indi¬ 
viduals/whose  work  is  paid  for  by  the 
taxpayers.  The  amendment  recognizes 
the  issue  of  executive  privilege  and  care¬ 
fully  specifies  that  the  mandate  applies 


only  to  work  performed  outside  the  De¬ 
partment  of  Defense. 

This  amendment  is  the  outgrowth  of 
an  effort  by  the  Committee  on  Foreign 
Relations  to  obtain  a  study  prepared  by 
the  Institute  for  Defense  Analysis  relat¬ 
ing  to  the  Gulf  of  Tonkin  incident.  It  is 
my  understanding  that  the  study  con¬ 
tains  a  review  of  what  happened  in  the 
Gulf  of  Tonkin,  how  communications 
were  handled,  and  in  general  how  deci¬ 
sions  were  made.  The  pin-pose  of  the 
study,  I  was  informed,  was  to  determine 
what  lessons  could  be  learned  for  future 
crisis  situations.  I  think  that  my  col¬ 
leagues  will  agree  that  there  is  much 
that  all  of  us  can  leam  from  that  inci¬ 
dent  and  its  aftermath.  The  committee 
has  attempted  several  times  to  obtain 
this  study  from  the  Department  of  De¬ 
fense,  but  has  been  refused  each  time. 

The  Institute  for  Defense  Analysis  re¬ 
ceives  virtually  all  its  funds  from  the 
Department  of  Defense.  In  fiscal  year 
1969  this  organization  received  $10,- 
8,000  from  the  Department  of  Defense, 
and  the  Department  proposes  to  give  it 
$im50,000  in  1970. 

I  Relieve  that  the  Congress,  which  im¬ 
poses  \he  taxes  on  the  public  to  finance/ 
this  organization,  and  which  authorize 
and  appropriates  the  money  for  it,  shojfld 
have  the  rkht  to  see  how  that  mom  is 
being  spentVThe  issue  here  is  fay' more 
important  th\n  this  one  study^it  is  a 
question  of  whether  the  Congress  has  the 
power  to  ob taint  information1;  prepared 
outside  the  Government  wirii  tax  money, 
for  which  no  claim\f  executive  privilege 
has  been  made. 

.  The  Senate  is  beginYrfng,  at  long  last, 
to  reassert  its  constitutional  prerogatives 
and  to  restore  the  propeobal  ance  to  our 
system.  Passage  of this  amendment  will 
be  one  small,  byx  positive  \ep  in  that 
direction.  * 

In  that  connection,  I  wish  lo  simply 
observe  thajrtoday  I  believe  is  th\  first — 
perhaps  the  second — time  in  my  25\years 
in  the  Senate  in  which  all  100  Senators 
were  present  and  voting  on  pending 
measures — which  again  I  think  is  also' 
demonstration  of  the  Senate’s  taking  its 
responsibilities  more  seriously. 

Mr.  CASE.  Mr.  President,  will  the 
Senator  yield? 

Mr.  FULBRIGHT.  I  yield. 

Mr.  CASE.  Are  there  any  cosponsors 
of  the  Senator’s  amendment? 

Mr.  FULBRIGHT.  There  are  none,  but 
I  am  always  glad  to  have  cosponsors. 

Mr.  CASE.  .Will  the  Senator  request 
that  I  be  made  a  cosponsor? 

Mr.  FULBRIGHT.  Mr.  President,  I 
ask  unanimous  consent  that  the  name 
of  the  Senator  from  New  Jersey  (Mr. 
Case)  be  added  as  a  cosponsor  of  the 
amendment. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

Mr.  JAVTTS.  Mr.  President,  will  the 
Senator  do  the  same  for  me? 

Mr.  FULBRIGHT.  Mr.  President,  I 
ask  unanimous  consent  that  the  name 
of  the  Senator  from  New  York  (Mr. 
Javits)  be  added  as  a  cosponsor  of  the 
amendment. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

The  amendment  will  be  received  and 
printed,  and  will  lie  on  the  table. 


COLLECTION  OF  FEDERAL  UNEM¬ 
PLOYMENT  TAX— AMENDMENT 

(NO.  110) 

Mr.  FULBRIGHT.  Mr.  President,  I  alp 
submit  another  amendment  to  the  pend¬ 
ing  bill,  and  I  should  like  to  discy^s  it 
briefly. 

The  amendment  and  the  purutose  are 
simple.  It  would  reduce  the  authoriza¬ 
tion  for  research,  development  test,  and 
evaluation  by  a  total  of  $45iU4,000.  This 
represents  a  7-percent  reduction  in  funds 
for  the  “military  sciencey  research  cate¬ 
gory  for  each  of  the  rime e  services  and 
the  Department  of  Defense,  plus  a  20- 
percent  reductionin  the  authorization 
for  the  Defense  Efepartment’s  overseas 
research  progrant  Project  Agile,  which  is 
funded  underar category  labeled  “Other 
equipment.”  The  proposed  reductions,  by 
service,  ary:  Army  $11,893,000;  Navy 
$10,157,0(107  Air  Force  $9,989,000;  and 
the  Department  of  Defense  $13,575,000. 
The  purpose  is  to  make  a  modest  cutback 
in  the  Department's  funding  of  Federal 
contact  research  centers — the  so-called 
link  tanks” — other  social  and  be¬ 
havioral  science  research,  foreign  re- 
'search,  the  Department’s  aid-to-educa- 
tion  program,  Project  Themis,  and  re¬ 
search  on  counterinsurgency  matters. 
The  intent  is  to  have  the  $45  million 
reduction  applied  roughly  as  follows: 

First,  reduce  the  funding  of  the  Fed¬ 
eral  contract  research  centers  by  10  per¬ 
cent,  or  $27  million; 

Second,  reduce  research  in  foreign  in¬ 
stitutions — colleges  and  universities,  pri¬ 
marily — by  $2  million,  or  approximately 
one-third  the  program  proposed; 

Third,  reduce  counterinsurgency  re¬ 
search,  Project  Agile,  by  20  percent,  or 
$5  million; 

Fourth,  cut  other  social  science  re¬ 
search,  performed  by  organizations  such 
as  the  Hudson  Institute,  by  the  remain¬ 
ing  $3  million;  and 

Fifth,  hold  the  line  on  new  starts  un¬ 
der  Project  Themis  by  reducing  the  re¬ 
quest  by  $8  million — a  25  percent 
reduction. 

The  committee  has  recommended  an 

percent  cut  in  the  military  sciences 
tem,  the  funding  source  for  most  of  the 
programs  I  listed.  This  is  but  a  slap  on 
theNwrist,  and  I  think  that  the  circum¬ 
stances  call  for  a  more  meaningful  re¬ 
duction,  in  non-essential  research  activi¬ 
ties.  I  prepose  that  the  Senate  cut  this 
category  sw  an  additional  7  percent,  to, 
in  effect,  inmose  a  15  percent  surtax  on 
the  researchSnrograms  I  have  listed.  My 
amendment  u\uld  also  reduce  by  $5  mil¬ 
lion  the  funds  for  Project  Agile,  the  over¬ 
seas  research  which  is  funded  under  the 
“Other  equipments,  category. 

It  cannot  be  said  rhat  the  amendment 
ties  the  hands  of  th\  Defense  Depart¬ 
ment  since  each  serviceovill  be  left  with 
considerable  flexibility  ro.  distribute  the 
cutback  within  these  general  areas.  I 
might  add  that,  under  provisions  of  this 
bill,  the  Department  of  Defense  will  still 
have  a  $100  million  emergency  fund  to 
play  with,  double  last  year’s  contingency 
fund. 

It  is  time  that  the  Senate  took  aYiard 
look  at  what  the  taxpayers’  money  is' 
ing  spent  for  in  the  Defense  resea rJ 
program.  This  amendment  is  but  a  small 
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House  of  Representatives 


ThdSHouse  met  at  12  o’clock  noon. 

The  Chaplain,  Rev.  Edward  G.  Latch, 
D.D.,  offered  the  following  prayer: 

Where  tuxKpr  three  are  gathered  to¬ 
gether  in  My\ame,  there  am  I  in  the 
midst  of  them.— ^Matthew  18:  20. 

O  God  and  Father  of  us  all,  at  this 
noontide  hour  we  pray  that  Thou  wilt 
touch  our  spirits  and  transform  our  souls 
by  Thy  grace  that  we  maV  have  strength 
for  the  day,  courage  with  <raqh  hour,  and 
peace  in  every  moment. 

Kindle  within  us  the  fire  of  Thy  spirit 
and  warm  our  hearts  with  the  piswer  of 
Thy  presence  that  in  the  time  of  trsuble 
we  may  be  equal  to  every  experience, 
ready  for  every  responsibility,  and  ade 
quate  for  every  task. 

Grant  that  we  may  see  Thy  way  more 
clearly  and  be  given  wisdom  to  work  with 
Thee  in  making  the  world  a  better  place 
in  which  Thy  children  can  live  together 
in  abundant  happiness,  in  abounding 
harmony,  and  in  abiding  hope. 

In  the  Master’s  name,  we  pray.  Amen. 

THE  JOURNAL 

The  Journal  of  the  proceedings  of  yes¬ 
terday  was  read  and  approved. 

MESSAGE  FROM  THE  SENATE 

A  message  from  the  Senate  by  Mr. 
Arrington,  one  of  its  clerks,  announced 
that  the  Senate  agrees  to  the  amendment 
of  the  House  to  a  joint  resolution  of  the 
Senate  of  the  following  title : 

S.J.  Res.  85.  Joint  resolution  to  provide  for 
the  designation  of  the  period  from  August 
26,  1969,  through  September  1,  1969,  as  "Na¬ 
tional  Archery  Week.” 


stallments  during  each  taxable  year;  to  make 
status  of  employer  depend  on  employment 
during  preceding  as  well  as  current  taxable 
year;  to  exclude  from  the  computation  of  the 
excess  the  balance  in  the  employment  secu¬ 
rity  administration  account  as  of  the  close 
of  fiscal  years  1970  through  1972;  to  raise  the 
limitation  on  the  amount  authorized  to  be 
made  available  for  expenditure  out  bf  -the 
employment  security  administration  account 
by  the  amounts  so  excluded;  and  for  other 
purposes,  with  the  Senate  amendment  there¬ 
to,  be,  and  the  same  hereby  is,  taken  from 
the  Speaker’s  table,  to  the  end  that  the  Sen¬ 
ate  amendment  be,  and  the  same  is  hereby 
agreed  to. 


PROVIDING  FOR  AGREEING  TO  THE 

SENATE  AMENDMENTS  TO  H.R. 

9951 

Mr.  COLMER,  from  the  Committee  on 
Rules,  reported  the  following  privileged 
resolution  (H.  Res.  509)  (Rept.  No.  91- 
412),  which  was  referred  to  the  House 
Calendar  and  ordered  to  be  printed: 

H.  Res.  509 

Resolved,  That  immediately  upon  the 
adoption  of  this  resolution  the  bill  (H.R. 
9951)  to  provide  for  the  collection  of  the 
Federal  unemployment  tax  in  quarterly  in¬ 


ournment  on 


THE  TAX  REFORM  ACT  OF  1969 

Mr.  MILLS.  Mr.  Speaker,  I  ask  unanj 
ous  consent  that  the  text  of  H.R.  123J0, 
the  Tax  Reform  Act  of  1969,  be  prjnted 
in  the  body  of  the  Record. 

ThhySPEAKER.  Is  there  obje/tioh  .to 
the  request  of  the  gentleman  from 
Arkansas’^  /  i 

Mr.  GROSS.  Mr.  Speaker,  reserving 
the  right  to  object,  I  wislyihe  gentleman 
would  state  foKmy  benefit,  as  well  as 
the  benefit  of  tftsher/Members  of  the 
House,  the  procedmj/  that  is  to  be  fol¬ 
lowed  in  the  consideration  of  the  tax 
matter;  whether  continuance  of  the 
surtax  is  to  hp  treated  xs  a  separate 
piatter,  withfi  separate  v ora. on  the  tax 
reform  bill.  Z  am  at  some  lossHo  under¬ 
stand  clearly  the  procedure. 

Mr.  MILLS.  If  the  majority  leader  will 
bear  with  me,  it  is  my  understanding 
that  inis  resolution  from  the  Rules  Coi 
mitfcee  just  filed  by  the  chairman  will  be'’ 
considered  by  the  House  on  Monday 
ext — August  4. 

That  is,  the  Senate  amendment  in¬ 
volving  the  10-percent  surcharge  which 
will  be  considered  on  Monday,  August  4. 

Then  I  have  asked  permission  of  the 
chairman  of  the  Rules  Committee  to 
appear  before  the  Rules  Committee 
along  with  the  gentleman  from  Wiscon¬ 
sin  (Mr.  Byrnes)  in  behalf  of  the  rule  on 
the  tax  reform  bill  on  Tuesday  of  next 
week — August  5.  And  if  that  is  done,  and 
if  our  request  for  a  rule  is  granted,  it  is 
my  understanding  also  from  the  majority 
leader  that  the  bill  will  be  scheduled  for 
consideration  on  Wednesday  and  Thurs¬ 
day — August  6  and  7.  It  will  take  2  days, 
I  am  sure,  of  debate,  but  it  will  be  my 
expectation  and  intention  that  we  would 


vote  on  the  bill  before  ag 
Thursday,  August  7. 

Mr.  ALBERT.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  GROSS.  I  apf  glad  to  yield  to  the 
majority  leader. 

Mr.  ALBERT/tvir.  Speaker,  I  know  the 
gentleman  will  agree  with  me  that  the 
distinguished  chairman  of  the  Ways  and 
Means  Cojanmittee  is  performing  a  serv¬ 
ice  for  the  House  in  getting  this  matter 
ready  lor  Members  at  an  early  stage, 
and  Y  am  sure  the  gentleman  deserves 
coipmendation. 

lr.  GROSS.  Although  I  do  not  sup¬ 
port  the  surtax,  it  is  also  a  service  to  the 
Nation  as  well  as  Members  of  the  House, 
I  am  sure  the  gentleman  would  agree,  to 
reach  a  decision  in  this  matter. 

-That  does  mean  that  we  will  have  a 
separate  vote  on  continuation  of  'the 
surtax? 

Mr.  MILLS.  Mr.  Speaker,  if  the  gentle¬ 
man  will  yield  further,  I  want  to  make 
it  eminently  clear  to  my  friend,  the  gen¬ 
tleman  from  Iowa,  that  the  10-p^rcent 
surtax  that  the  Senate  voted  for  6  months 
is  to  be  considered  on  Monday.  That  is 
for  6  months. 

There  is  contained  in  the  reform  bill 
everything  else  that  was  in  the  bill  that 
passed  the  House  on  June  30 — the  5-per¬ 
cent  surtax  for  the  last  6  months,  the 
repeal  of  the  7-percent  investment  tax 
credit,  the  extension  of  the  excise  taxes, 
and  all  the  other  matters  that  were  in 
that  bill.  We  want  them  in  this  bill  in 
order  that  the  Senate  cannot  prevent  us 
from  having  a  conference  on  those  mat¬ 
ters  by  not  taking  action  on  the  remain- 
cuK;  of  the  bill  that  we  passed  on  June  30. 

l  GROSS.  Mr.  Speaker,  I  thank  the 
gentleman  for  his  explanation. 

Mr.  Speaker,  I  withdraw  my  reserva¬ 
tion  of  objection. 

The  SPEAKER.  Is  there  objection  to 
the  request  bf  the  gentleman  from 
Arkansas?  \ 

Mr.  COLMER.  Nfr.  Speaker,  further 
reserving  the  right  Iiq  object,  if  I  may, 
I  would  like  to  commbjjd  the  able  and 
distinguished  gentleman'from  Arkansas, 
the  chairman  of  the  Waye .and  Means 
Committee,  for  the  objective  kiught  here, 
and  the  parliamentary  situatiop  which 
he  proposes  to  follow,  so  that  weN-do  not 
permit  the  other  body  to  further  erode 
the  powers  of  this  body  by  writing  lefeis- 
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tion  on  revenue  matters,  which  is 
lifically  reserved  to  this,  the  populous 
representative  body  of  the  Congress,  as 
elected  by  the  people. 

At  the  same  time,  Mr.  Speaker,  I  am 
going  to\ant  to  talk  with  my  friend,  the 
gentleman\from  Arkansas,  a  little  later 
on,  privatelysabout  the  procedure  on  this 
rule  that  involves  so  many  things  under 
this  so-called  reform  bill.  It  is  a  very 
far-reaching  matter,  and  it  is  something 
that  the  Members',  should  have  knowl¬ 
edge  of  before  theXare  called  upon  to 
vote.  I  want  to  follow,  that  up  with  my 
friend  later. 

Mr.  Speaker,  I  withdr\w  my  reserva¬ 
tion  of  objection. 

The  SPEAKER.  Is  there  ^objection  to 
the  request  of  the  gentlemaK  from  Ar¬ 
kansas? 

There  was  no  objection. 

H.R.  13270 

A  bill  to  reform  the  income  tax  lav 
Be  it  enacted  by  the  Senate  and  House ' 
Representatives  of  the  United  States  of  Amer ^ 
ica  in  Congress  assembled. 

Section  1.  Short  Title,  etc. 

(a)  Short  Title. — This  Act  may  be  cited 
as  the  “Tax  Reform  Act  of  1969”. 

(b)  Table  of  Contents. — 

TITLE  I— TAX  EXEMPT  ORGANIZATIONS 
Subtitle  A — Private  Foundations 
Sec.  101.  Private  foundations. 

Subtitle  B — Other  Tax  Exempt  Organiza¬ 
tions 

Sec.  121.  Tax  on  unrelated  business  income. 
TITLE  II— INDIVIDUAL  DEDUCTIONS 
Subtitle  A — Charitable  Contributions 
Sec.  201.  Charitable  contributions. 

Subtitle  B — Farm  Losses,  Etc. 

Sec.  211.  Gain  from  disposition  of  property 
used  in  farming  where  farm 
losses  offset  nonfarm  income. 
Sec.  212.  Livestock. 

Sec.  213.  Hobby  losses. 

Subtitle  C — Interest 
Sec.  221.  Interest. 

Subtitle  D — Moving  Expenses 
Sec.  231.  Moving  expenses. 

TITLE  III— OTHER  ADJUSTMENTS  PRI¬ 
MARILY  AFFECTING  INDIVIDUALS 
Subtitle  A — Limit  on  Tax  Preferences  and/ 
Allocation  of  Deductions 
Sec.  301.  Limit  on  tax  preferences  for, 
dividuals,  estates,  and  trusj, 

Sec.  302.  Allocation  of  deductions. 

Subtitle  B — Income  Averagit 
Sec.  311.  Income  averaging. 

Subtitle  C — Restricted  Prs/perty 
Sec.  321.  Restricted  property. 

Subtitle  D — Other  Deferreb  Compensation 
Sec.  331.  Deferred  compensation. 

Subtitle  E — Accumulation  Trusts,  Multi¬ 
ple  Trusts,  Etc. 

Sec.  341.  Treatment  qr  excess  distributions  by 
trusts. 

Sec.  342.  Trust  income  for  benefit  of  a  spouse. 
TITLE  IV— ADJUSTMENTS  PRIMARILY 
AFFECTING  CORPORATIONS 
Subtitle/A — Multiple  Corporations 
Sec.  401.  Multiple  corporations. 

Subtitle/b — Dept-Financed  Corporate  Ac- 
jisitions  and  Related  Problems 
Sec.  All.  Interest  on  indebtedness  incurred 
by  corporations  to  acquire  stock 
or  assets  of  another  corporation. 
2ec.  412.  Installment  method. 


Sec.  413.  Bonds  and  other  evidences  of  in¬ 
debtedness. 

Sec.  414.  Limitation  on  deduction  of  bond 
premium  upon  repurchase. 

Subtitle  C — Stock  Dividends 
Sec.  421.  Stock  dividends. 

Subtitle  D — Foreign  Tax  Credit 
Sec.  431.  Foreign  tax  credit  reduction  in 
case  of  foreign  losses. 

Sec.  432.  Separate  limitation  on  foreign  tax 
credit  with  respect  to  foreign 
mineral  income. 

Subtitle  E — Financial  Institutions 
Sec.  441.  Reserve  for  losses  on  loans;  net 
operating  loss  carrybacks. 

Sec.  442.  Mutual  savings  banks,  etc. 

Sec.  443.  Treatment  of  bonds,  etc.,  held  by 
financial  institutions. 

Sec.  444.  Foreign  deposits  in  United  States 
banks. 

Subtitle  F — Depreciation  Allowed  Regu-v 
lated  Industries;  Earnings  and  Profits 
Adjustment  for  Depreciation 
Sec.  451.  Public  utility  property. 

Sec.  452.  Effect  on  earnings  and  profits. 
Subtitle  G — Alternative  Capital  Gain  Rate 
for  Corporations 
;5ec.  461.  Increase  in  rate. 

IJ’LE  V — ADJUSTMENTS  AFFECTING  W- 
VDIVIDUALS  AND  CORPORATIONS 
Subtitle  A— Natural  Resources 
Sec.  50Y  Natural  resources. 

Subtitde  B — Capital  Gains  and/Loses 
Sec.  511.  Repeal  of  alternative  capital  gains 
ix  for  individuals. 

Sec.  512.  Capitol  losses  of  individuals. 

Sec.  513.  Letter^,  memorandums,  etc. 

Sec.  514.  Holding\period  of  capital  assets. 

Sec.  515.  Total  dismbutrons  from  qualified 
pension,  plans. 

Sec.  516.  Other  change  in  capital  gains 
treatment. 

Subtitle  C — Real  Estate  Depreciation 
Sec.  521.  Depreciation  of  rekl  estate. 

Subtitle  D — Cooperatives 
Sec.  531.  Cooperatives. 

Subtitle/E — Subchapter  S  Corporations 
Sec.  54;/  Qualified  pension,  etc.,  pj^ans  of 
small  business  corporatioi 
TrytE  VI — STATE  AND  LOCAL  OBLIGA¬ 
TIONS 

?ec.  601.  Interest  on  certain  government! 

obligations. 

Sec.  602.  United  States  to  pay  fixed  percent¬ 
age  of  interest  yield  on  taxable4 
issues. 

TITLE  VII — EXTENSION  OF  TAX  SUR¬ 
CHARGE  AND  EXCISE  TAXES;  TER¬ 
MINATION  OF  INVESTMENT  CREDIT 
Sec.  701.  Extension  of  tax  surcharge  at  5  per¬ 
cent  rate  for  first  half  of  1970. 

Sec.  702.  Continuation  of  excise  taxes  on 
communications  services  and  on 
automobiles. 

Sec.  703.  Termination  of  investment  credit. 
Sec.  704.  Amortization  of  pollution  control 
facilities. 

Sec.  705.  Depreciation  of  certain  railroad 
rolling  stock. 

TITLE  VIII — ADJUSTMENT  OF  TAX  BUR¬ 
DEN  FOR  INDIVIDUALS 
Sec.  801.  Low  income  allowance;  increase  in 
standard  deduction. 

Sec.  802.  Fifty-percent  maximum  rate 
earned  income. 

Sec.  803.  Intermediate  tax  rates;  and 
viving  spouse  treatment. 

Sec.  804.  Tax  rates. 

Sec.  805.  Collection  of  income  tax  at  source 
on  wages. 


(c)  Amendment  of  1954  Code. — Except  ap 
otherwise  expressly  provided,  whenever 
this  Act  an  amendment  or  repeal  is  expressed 
in  terms  of  an  amendment  to,  or  repe/1  of, 
a  section  or  other  provision,  the  reference 
shall  be  considered  to  be  made  to  a  section  or 
other  provision  of  the  Internal  Rev/nue  Code 
of  1954. 

TITLE  I — TAX  EXEMPT  ORGANIZATIONS 
Subtitle  A — Private  Foundations 
Sec.  101.  Private  Foundations 

(a)  In  General. — Subofiapter  F  of  chapter 
1  (relating  to  exempt  organizations)  is 
amended  by  redesignating  parts  II,  III,  and 
IV  as  parts  II,  IV,  aryl  V,  respectively,  and  by 


after 


I  the  following  new 


on 


sur- 


inserting 
part: 

“part  IL/-PRTVATE  foundations 
“Sec.  506.  Tai/ on  private  foundation  invest¬ 
ment  income. 

“Sec.  507.  ytfAx  on  termination  of  private 
foundation  status. 

“Sec.  5p6.  Special  rules  with  respect  to  sec¬ 
tion  501(c)  (3)  organizations. 
“Sec/  509.  Private  foundation  defined. 

ic.  506.  Tax  on  Private  Foundation  In¬ 
vestment  Income. 

“(a)  Imposition  of  Tax. — There  is  hereby 
imposed  for  each  taxable  year  on  the  net 
investment  income  of  every  private  founda¬ 
tion  (as  defined  in  section  509)  a  tax  equal 
to  7  y2  percent  of  such  income. 

“(b)  Net  Investment  Income  Defined. — 
“(1)  In  General. — For  purposes  of  sub¬ 
section  (a),  the  net  investment  income  is 
the  amount  by  which  (A)  the  gross  invest¬ 
ment  income  and  the  net  captial  gain,  ex¬ 
ceed  (B)  the  deductions  allowed  by  para¬ 
graph  (3)  and  the  net  captial  loss. 

“(2)  Gross  investment  income.— For  pur¬ 
poses  of  paragraph  ( 1 ) ,  the  term  ‘gross  in¬ 
vestment  income’  means  the  gross  amount  of 
income  from  interest,  dividends,  rents,  and 
royalties,  but  not  including  any  such  income 
to  the  extent  included  in  computing  the  tax 
imposed  by  section  511. 

“(3)  Deductions. — For  purposes  of  para¬ 
graph  ( 1 ) ,  there  shall  be  allowed  as  a  de¬ 
duction  all  the  ordinary  and  necessary  ex¬ 
penses  paid  or  incurred  for  the  production 
or  collection  of  gross  investment  income  or 
for  tiie  management,  conservation,  or  main¬ 
tenance  of  property  held  for  the  production 
of  such  income. 

“(4)  Capital  gains  and  losses. — For  pur¬ 
poses  of  paragraph  ( 1 ) ,  in  determining  net 
£ apital  gain  or  loss — 

(A)  The  basis  of  property  held  by  the 
private  foundation  on  December  31,  1969, 
and\eontinuously  thereafter  to  the  date  of 
its  disposition  shall  be  deemed  to  be  not  less 
than  the  fair  market  value  of  such  property 
on  December  31,  1969. 

“(B)  Tlr^re  shall  be  taken  into  account 
only  the  salemr  other  disposition  of  property 
used  for  the\production  of  interest,  divi¬ 
dends,  rents,  ana  royalties,  and  property  used 
for  the  production  of  income  included  in 
computing  the  tax.  imposed  by  section  511 
(except  to  the  extent  gain  or  loss  from  the 
sale  or  other  disposition  of  such  property  is 
taken  into  account  for  purposes  of  such  tax) . 
“Sec.  507.  Tax  on  Termination  of  Private 
Foundation  Status. 

“(a)  General  Rule. — There  is  hereby  im¬ 
posed  on  each  organization  wliich  is  referred 
to  in  subsection  (d)  or  (e)  of  Section  508  a 
tax  equal  to  the  lower  of — 

“(1)  the  amount  which  the  private  foun¬ 
dation  substantiates  by  adequate  records  or 
other  corroborating  evidence  as  the  aggwgate 
tax  benefit  resulting  from  the  section  50^(c) 
(3)  status  of  such  foundation,  or 
“(2)  the  value  of  the  net  assets  of  sue' 
foundation 
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l\  TAXATION.  The  Wavs  and  Means  Committee  reported  without  amendment, 


HOUSE 


\2  during  adjournment,  H.  R.  13270,  to  reform  the  income  tax  laws  (Hy/kept. 
9V413).  p.  H6880,  H6831-32,  H6878  _ /_ _ 

Concurred  in  Senate  amendment  to  H.  R.  9951,  to  provide  for  the  collection 
of  the  Federal  unemployment  tax  in  quarterly  installments  during  each  taxable 
year  (the  Senate  amendment  being  a  provision  for  the  continuation  of  the  sur¬ 
tax  for  6  months  on  a  10-percent  basis).  This  bill  will  now  be  sent  to  the 
President. pp.  H6791-802 
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mmute  and  to  revise  and  extend  his  re¬ 
maps.) 

Mi\McCLURE.  Mr.  Speaker,  I  wish  to 
join  wVjh  those  who  have  taken  the  oc¬ 
casion  ol  the  President’s  return  home  to 
praise  th\  results  of  his  trip  abroad. 

WithoutNauestion  the  world  is  closer 
to  peace  today  because  of  that  trip. 

Without  question  our  chances  to  build 
a  stable  and  peaceful  Southeast  Asia  are 
better  because  ofSthat  trip. 

We  have  been  assured  that  no  longer 
will  the  United  States  involve  itself  in 
the  land  wars  of  thaoysubcontinent. 

But  at  the  same  timeVqur  allies  in  that 
region  have  been  assuredVf  an  American 
umbrella  of  protection  against  outside 
aggression,  they  have  beengssured  that 
the  United  States  surely  will  n^t  abandon 
its  allies,  and  they  have  been,  assured 
that  the  United  States  intends\o  con¬ 
tinue  to  play  a  major  role  in  the  develop¬ 
ment  of  that  region.  \ 

Mr.  Speaker,  the  President  has  out¬ 
lined  a  realistic  policy  for  the  United 
States  to  follow  in  Southeast  Asia,  and 
he  has  won  agreement  with  that  policy 
from  our  allies  in  that  part  of  the  world. 
The  Nation  can  be  proud  of  what  he  has 
accomplished. 


A  SUCCESSFUL  TRIP  BY  AN  AMERI¬ 
CAN  PRESIDENT 

(Mr.  THOMSON  of  Wisconsin  asked 
and  was  given  permission  to  address  the 
House  for  1  minute  and  to  revise  and  ex¬ 
tend  his  remarks.) 

Mr.  THOMSON  of  Wisconsin.  Mr. 
Speaker,  last  night  the  Nation  welcomed 
home  President  Nixon  after  one  of  the 
most  successful  trips  an  American  Presi¬ 
dent  has  made  abroad  in  recent  years. 

The  trip  began  most  auspiciously  with 
the  successful  completion  of  the  Apollo 
moon  mission  and  with  this  impetus  car¬ 
ried  on  to  an  equally  auspicious  close  in 
Rumania. 

During  the  President’s  trip  he  charted 
new  and  practical  directions  for  us  to 
follow  in  Asia,  directions  that  give  hope 
for  an  end  to  American  involvement  in 
land  wars  in  that  part  of  the  world.  And 
he  brought  renewed  hope  for  better 
understandings  between  our  Nation  arm 
nations  of  Eastern  Europe.  / 

Mr.  Speaker,  all  Americans  cay  be 
thankful  at  the  results  of  President 
Nixon’s  trip.  We  hope  and  pray  Hiat  his 
experience,  his  ability,  and  his  efforts  in 
dealing  with  the  leaders  of  otl/r  nations 
will  bring  a  lasting  peace  in  enir  time. 


THE  PRIDE  OF  ADOLLO  11 

(Mr.  FREY  asked  and  was  given  per¬ 
mission  to  address  the  House  for  1  min¬ 
ute,  to  revise  and  expend  his  remarks  and 
include  extraneou/matter.) 

Mr.  FREY.  MySpeaker,  the  Apollo  11 
moon  landing  Arnited  this  country  in 
pride  and  purpose.  It  is  true  there  were 
a  few  who  attempted  to  interject  poli¬ 
tics  into  thfs  great  moment,  questioning 
the  President’s  communication  with  the 
astronauts  on  the  moon.  But  even  this 
soon  died  out  when  we  learned  that  it 
had  Ween  done  at  NASA’s  request. 

Afl  Americans  in  one  way  or  another 
participated  in  the  moon  landing.  It  was 


particularly  fitting  that  the  President,  as 
a  representative  of  all  the  people,  was 
present  at  the  recovery  of  the  astronauts. 
The  end  of  their  journey  marked  the  be¬ 
ginning  of  the  President’s  journey,  and 
the  spirit  of  Apollo  11  accompanied  him 
on  the  trip. 

It  was  with  special  pride  that  the  peo¬ 
ple  of  my  district  who  helped  launch 
Apollo  11  learned  of  the  many  people  in 
Communist  Rumania  who  lined  the 
streets  holding  up  newspaper  accounts 
of  the  moon  landing. 

Apollo  11  showed  the  world  that  there# 
is  nothing  this  country  cannot  do  if  uni¬ 
fied  in  purpose.  Apollo  11  showed  the 
world  that  the  greatness  of  America  is 
not  just  in  material  goods  or  technology, 
but  in  its  spirit. 

I  congratulate  the  President  for  his 
continuing  interest  in  our  space  program 
which  began  with  his  service  as  Vice 
President  in  the  fifties.  I  salute  the  Pres- 
dent  for  bringing  the  spirit  of  Apollo  11 
to  the  rest  of  the  world  and  showing  the 
world  what  a  free  Nation  under  God, y 
.can  accomplish.  / 


'PRESIDENT  NIXON  RENDERS 
\  SIGNIFICANT  SERVICE/ 

(MivBUCHANAN  asked  and /as  given 
permission  to  address  the  I/use  for  1 
minute  a\d  to  revise  and/extend  his 
remarks.)  \  / 

Mr.  BUCHANAN.  Miy  Speaker,  our 
President  hasV  rendered  a  significant 
service  to  our  countr/and  to  the  entire 
free  world  in  his  recent  round-the-world 
diplomatic  missionMi  which  I  believe  he 
has  taken  the  great\chievement  of  our 
astronauts  ancy  in  \  timely  fashion, 
helped  to  make  it  work  toward  better 
relations  wit/ other  nations  and  toward 
peace  with /ustice  in  our  time. 

The  Pr/ident’s  great  expertise  in  for¬ 
eign  affairs  and  personal  knowledge  of 
many  of  the  world  leaders  helWd  him 
in  his/quest.  He  is  uniquely  well-qnalified 
for  this  kind  of  personal  diplomacy*,  and 
wi/  in  my  judgment,  prove  himselnin-  ’ 
<yea singly  to  be  as  our  President  a  sikr 
Aificant  force  for  good  among  nationsS 
Every  American  has  reason  to  commend 
what  he  has  done  for  our  country  in  this 
mission. 


SOME  COMMENTS  ON  PRESIDEN¬ 
TIAL  TRIPS 

(Mr.  DERWINSKI  asked  and  was 
given  permission  to  address  the  House  for 
1  minute.) 

Mr.  DERWINSKI.  Mr.  Speaker,  like  so 
many  other  Members.  I  welcome  the 
President  home  and  trust  that  the  results 
of  his  trip  will  be  positive  in  the  search 
for  peace. 

I  should  like  to  point  out  to  the  Mem¬ 
bers,  especially  those  on  the  Republican 
side  of  the  aisle,  that  we  used  to  snicker 
a  bit  at  the  way  in  which  our  Democrat 
friends  would  rush  to  the  well  and  eulo¬ 
gize  Presidents  Kennedy  and  Johnson 
after  their  worldwide  trips. 

I  wish  we  would  not  fall  into  the  same 
pattern.  Let  us  treat  the  President’s  trips 
objectively.  Let  us  not  succumb  to  politi¬ 
cal  idolatry. 

While  I  believe  the  President  con¬ 


ducted  himself  in  an  effective  fashions and 
while  I  believe  he  has  seized  the  ini/ative 
in  foreign  affairs,  let  us  wait  i  or  4 
months  before  we  label  this  one  of  the 
great  diplomatic  trips  of  hi/ory.  The 
results  are  not  in  yet,  espec/flly  the  re¬ 
sults  from  some  of  the  private  confer¬ 
ences  on  the  trip.  / 

While  we  wish  the  P/sident  well  and 
believe  his  trip  has  b/n  successful,  let 
us  not  blindly  fall  into  the  pattern  of 
patting  the  Chief  Executive  on  the  back 
as  if  he  possesses  papal  infallibility. 


PROVIDING  FOR  AGREEING  TO  THE 

SENATE  AMENDMENTS  TO  H.R. 

9951 

Mr.  COLMER.  Mr.  Speaker,  by  direc¬ 
tion  of  the  Committee  on  Rules,  I  call 
up  House  Resolution  509  and  ask  for  its 
immediate  consideration. 

The  Clerk  read  the  resolution,  as 
follows : 

H.  Res.  509 

Resolved,  That  immediately  upon  the 
adoption  of  this  resolution  the  bill  (H.R. 
9951)  to  provide  for  the  collection  of  the 
Federal  unemployment  tax  in  quarterly  in¬ 
stallments  during  each  taxable  year;  to  make 
status  of  employer  depend  on  employment 
during  preceding  as  well  as  current  taxable 
year;  to  exclude  from  the  computation  of 
the  excess  the  balance  in  the  employment 
security  administration  account  as  of  the 
close  of  fiscal  years  1970  through  1972;  to 
raise  the  limitation  on  the  amount  author¬ 
ized  to  be  made  available  for  expenditure 
out  of  the  employment  security  administra¬ 
tion  account  by  the  amounts  so  excluded; 
and  for  other  purposes,  with  the  Senate 
amendment  thereto,  be,  and  the  same  hereby 
is,  taken  from  the  Speaker’s  table,  to  the 
end  that  the  Senate  amendment  be,  and  the 
same  is  hereby,  agreed  to. 

The  SPEAKER.  The  gentleman  from 
Mississippi  is  recognized  for  1  hour. 

Mr.  COLMER.  Mr.  Speaker,  I  yield  the 
customary  30  minutes  to  the  minority, 
to  the  very  able  gentleman  from  Cali¬ 
fornia  (Mr.  Smith).  Pending  that,  Mr. 
Speaker,  I  yield  myself  such  time  as  I 
may  consume. 

Mr.  Speaker,  this  is  a  very  simple 
resolution — a  short  horse  that  might  be 
shortly  curbed.  This  is  another  instance 
of  where  the  so-called  “other  body”  has 
taken  a  House-passed  bill  and  placed 
upon  it  an  irrelevant  and  nongermane 
matters.  In  other  words,  the  House  a 
social  security  bill  dealing  with  with¬ 
holding  of  taxes  for  unemployment.  This 
bill  went  over  to  the  other  body,  and  the 
other  body,  after  deliberating,  wrangling, 
and  maneuvering,  added  to  it  a  simple 
provision  or  amendment  providing  for 
the  continuation  of  the  surtax  for  6 
months  on  a  10-percent  basis. 

Now,  Mr.  Speaker,  this  resolution  would 
simply  take  that  Senate-passed  bill  with 
this  nongermane  amendment  from  the 
Speaker’s  table  and  pass  it.  When  that 
is  done  that  part  of  the  surtax  and  of 
the  social  security  tax  will  become  law. 

Now,  again,  I  want  to  point  out  that 
this  is  a  nongermane  amendment,  it  is 
another  effort  on  the  part  of  the  other 
body,  whether  intentional  or  otherwise, 
to  usurp  the  powers,  the  constitutional 
powers,  of  this  body,  the  elected  Repre¬ 
sentatives  of  the  people  in  the  matter  of 
revenue. 
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Now,  as  one  who  has  supported  the 
surtax  extension,  reluctantly,  as  many 
others  did,  I  am  going  along  with  this, 
although  I  object  to  the  procedure. 

Now,  I  do  not  know  that  it  is  incum¬ 
bent  upon  me  to  go  into  this,  but  actu¬ 
ally,  the  question  arises  as  to  what  hap¬ 
pens  to  the  balance  of  the  House-passed 
surtax  bill.  Well,  for  the  Record’s  sake 
let  it  be  noted  that  the  Ways  and  Means 
Committee  under  the  leadership  of  the 
outstanding  gentleman  from  Arkansas 
has  taken  the  rest  of  that  bill  that  the 
House  passed,  including  the  repeal  of  the. 
investment  tax  incentive,  including  the 
continuation  of  the  surtax  of  5  percent 
for  the  next  6  months  after  this  10  per¬ 
cent  expires  and  put  it  into  a  package 
with  the  so-called  tax  reform  bill. 

In  other  words,  the  Committee  on 
Ways  and  Means  has  taken  everything 
that  the  Senate  left  out  of  the  House- 
passed  surtax  bill  and  placed  it  into  the 
reform  package. 

My  understanding  is  that  a  rule  will 
be  requested  on  this  combined  bill  tomor¬ 
row  before  the  Rules  Committee.  And, 
then  if  that  rule  is  granted  and  if  the 
House  passes  that  bill  it  will  then  go  back 
to  the  other  body  and  they  can  do  such 
maneuvering  as  they  see  fit  and  make 
such  disposal  of  the  bill  as  they  see  fit. 

Mr.  Speaker,  again,  I  want  to  register 
my  protest  against  this  procedure  of  the 
House  of  Lords — I  do  not  mean  it  in 
that  sense;  excuse  me;  I  want  to  retract 
that — but  when  the  Founding  Fathers 
set  up  this  Government  they  provided 
that  the  purse  strings — the  raising  of 
revenue  and  the  making  of  appropria¬ 
tions  must  originate  in  this,  the  more 
populous  body,  the  body  that  is  elected 
by  the  people  every  2  years.  Of  course, 
it  is  not  necessary  to  remind  you  that 
our  form  of  Government  is  pretty  much 
based  upon  the  English  system  with  the 
House  of  Commons  having  the  power 
and  the  House  of  Lords  being  a  kind  of 
cooling-off  body.  For  years  I  have  advo¬ 
cated,  as  a  member  of  the  Rules  Com¬ 
mittee,  a  rule  of  the  House  which  would" 
prevent  the  tacking  of  nongermane 
amendments  in  the  other  bo'dy  upon 
House-passed  bills. 

In  other  words,  if  an  amendment  is 
put  upon  a  House-passed  bill  that  was 
not  germane  when  that  bill  was  con¬ 
sidered  in  the  House,  it  would  be  subject 
to  a  point  of  order  when  it  came  back 
to  this  body  after  a  conference. 

Mr.  GROSS.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  COLMER.  I  am  always  happy  to 
yield  to  my  friend  from  Iowa. 

Mr.  GROSS.  Mr.  Speaker,  I  thank  my 
good  friend  from  Mississippi  for  yielding. 

Does  the  gentleman  recall  about  a  year 
ago,  when  the  surtax  was  added  by  the 
Senate  to  a  bill  on  the  continuation  of 
certain  excise  taxes  when  it  came  back 
to  the  House,  then  at  that  time  the  gen¬ 
tleman  from  Iowa  arose  to  a  question  of 
privilege  of  the  House,  and  challenged 
the  Senate  action?  For  my  pains,  my 
resolution  challenging  the  constitution¬ 
ality  of  the  Senate  action,  was  defeated 
on  a  motion  to  lay  on  the  table. 

Mr.  COLMER.  I  will  say  to  the  gentle¬ 
man  from  Iowa  that  I  do  recall;  and  he 
was  right. 

Mr.  GROSS.  And  the  clear-cut  test  of 


the  Senate’s  usurpation  of  House  au¬ 
thority  was  shelved. 

Mr.  COLMER.  I  do  recall  the  action 
taken  by  the  gentleman  from  Iowa, 
which  was  quite  appropriate.  I  am  al¬ 
ways  happy  when  I  find  myself  in  agree¬ 
ment  with  the  able  and  distinguished 
gentleman  from  Iowa. 

Mr.  GROSS.  Mr.  Speaker,  will  the  gen¬ 
tleman  yield  further? 

Mr.  COLMER.  I  am  sorry  that  I  can¬ 
not  yield  further  to  the  gentleman  from 
Iowa  at  this  time  because  of  the  limita¬ 
tion  on  my  time. 

Mr.  VANIK.  Mr.  Speaker,  will  the  gen¬ 
tleman  yield? 

Mr.  COLMER.  I  will  have  to  yield  to 
my  friend  from  Ohio,  and  then  if  my 
friend,  the  gentleman  from  Iowa  wants 
me  to  yield  further  to  him  then  I  will 
yield  further,  regardless  of  the  time  limi¬ 
tation. 

Mr.  VANIK.  Mr.  Speaker,  I  thank  the 
gentleman  for  yielding  me  this  time. 

I  would  like  to  say  that  I  agree  with 
the  distinguished  chairman  of  the  Com¬ 
mittee  on  Rules  about  the  need  for  ger¬ 
maneness.  I  hope  the  same  principle  ap¬ 
plies  when  I  appear  before  the  Com¬ 
mittee  on  Rules  tomorrow  to  ask  the 
Committee  on  Rules  to  give  the  Members 
of  the  House  an  opportunity  to  vote  on 
the  extension  of  the  surtax  for  the  first 
6  months  of  1970.  This  is  extraneous  to 
reform  and  should  not  be  attached  to 
the  reform  bill.  The  Members  of  the 
House  should  have  a  chance  to  vote  on 
a  reform  bill  without  the  encumbrances 
of  a  surtax  extension. 

Mr.  COLMER.  If  and  when  the  gentle¬ 
men.  from  Ohio  comes  before  my  com¬ 
mittee  and  asks  for  an  open  rule  to 
consider  this  legislation,  the  gentleman 
will  find  me  in  his  corner.  I  am  not  sure 
that  I  would  want  to  limit  the  amend¬ 
ments  to  one  amendment. 

Mr.  VANIK.  I  thank  the  gentleman. 

Mr.  COLMER.  Mr.  Speaker,  I  reserve 
the  balance  of  my  time. 

CALL  OF  THE  HOUSE 

.Mr.  DOWDY.  Mr.  Speaker,  I  make  t 
pomt  of  order  that  a  quorum  is  yfot 
pre^nt. 

SPEAKER  pro  tempore/ (Mr. 
Flyn'N  .  Evidently  a  quorum  yis  not 
present 

Mr.  SlSK.  Mr.  Speaker,  I  n>6ve  a  call 
of  the  House. 

A  call  of\he  House  was  Ordered. 


The  Clerk' 

V called  the/ 

roll,  and  the 

following  Me 

nybers  failed 

to  answer  to 

their  names : 

[RdU  Nq/l35] 

Adams 

GettyX/ 

Matsunaga 

Addabbo 

GiaimA 

Mikva 

Arends 

Gilbert  \ 

Moorhead 

Ashbrook 

Grower  \ 

Morse 

Baring 

Gyroser  \ 

Murphy,  N.Y. 

Berry 

Hnlpern  \ 

Olsen 

Blanton 

^Hanna  \ 

Powell 

Brown,  Calif.  / 

Hastings  \ 

Htarick 

Carey  / 

Hebert 

\,ees 

Celler  / 

Hogan 

Beid,  N.Y. 

Clark  / 

Howard 

Rooney,  Pa. 

Clay  / 

Ichord 

Rupee 

Cleveland 

Kirwan 

Sayl&r 

Cohela/ 

Lennon 

ScheuVr 

Conte/ 

Lipscomb 

StuckeX 

Corman 

McEwen 

Taft  \ 

Diags 

McKneally 

Thompsoro  N.  J. 

Edwards,  Calif. 

MacGregor 

Tunney  \ 

/ascell 

Mailliard 

Whalley  \ 

blowers 

Mann 

Wiggins 

The  SPEAKER  pro  tempore 
Flynt)  .  On  this  rollcall  37£^J»f€mbers 
have  answered  to  theirpa*rtesT  a  quorum. 

By  unanimou^-eoffsent,  further  pro¬ 
ceedings  undefthe  call  were  dispensed 
witt 

PROVIDING  FOR  AGREEING  TO 

THE  SENATE  AMENDMENTS  TO 

H.R.  9951 

The  SPEAKER  pro  tempore.  The 
Chair  recognizes  the  gentleman  from 
California,  Mr.  Smith. 

Mr.  SMITH  of  California.  Mr.  Speaker,  * 
I  yield  myself  such  time  as  I  may 
consume. 

(Mr.  SMITH  of  California  asked  and 
was  given  permission  to  revise  and  ex¬ 
tend  his  remarks.) 

Mr.  SMITH  of  California.  Mr.  Speaker, 
as  usual,  the  distinguished  chairman  of 
the  Committee  on  Rules,  the  gentleman 
from  Mississippi  (Mr.  Colmer)  ,  has  ex¬ 
plained  this  resolution  in  extremely 
accurate  detail. 

May  I  simply  review  the  parliamentary 
situation  which  we  are  faced  with  here 
today. 

Prior  hereto  the  House  passed  the  sur¬ 
tax  bill.  That  bill  also  included  the  repeal 
of  the  7-percent  investment  tax  credit 
and  some  other  provisions.  It  has  not 
been  acted  upon  in  the  other  body.  Then, 
subsequent  thereto,  you  will  recall  that 
that  particular  surtax  bill  extended  the 
surtax  rate  of  10  percent  for  the  balance 
of  this  year — 6  months — July  1  to 
December  31 — and  then  5  percent  from 
January  1  to  the  end  of  the  fiscal  year, 
through  and  including  June  30  of  next 
year. 

As  I  said,  that  bill  has  not  been  acted 
upon  in  the  other  body.  Then,  subsequent 
to  that  time  the  House  passed  a  resolu¬ 
tion  extending  the  withholding  tax  on 
wage  earners  through  July  31,  1969.  That 
was  to  have  expired  on  June  30.  That 
measure  was  passed  by  the  other  body 
and  became  law.  Subsequent  to  July  31, 
fthe  House  passed  a  resolution  which  ex¬ 
tended  the  withholding  on  wage  earners 
to  and  including  August  15,  1969,  which 
measure  is  also  in  the  other  body. 

The  other  body  then  took  this  bill, 
H.R.  9951,  which  is  a  bill  relating  to  un¬ 
employment  tax  withholding  by  quar¬ 
terly  installments  and  added  on  to  that 
the  extension  of  the  10-percent  surtax 
until  December  31,  1969.  Other  provi¬ 
sions  that  were  in  the  House-passed  bill 
on  the  surtax  are  not  included  in  that 
extension.  But  as  I  understand  it,  they 
have  been  included  in  the  tax  reform 
bill.  My  understanding  further  is  that 
that  bill  will  be  heard  in  the  Rules  Com¬ 
mittee  tomorrow  and  if  a  rule  is  granted, 
it  will  be  scheduled  for  floor  action  on 
Wednesday  and  Thursday  of  this  week. 

Then  last  week  the  other  body  placed 
this  amendment  in  H.R.  9951.  A  request 
was  made  on  the  floor  of  the  House  to 
take  that  from  the  Speaker’s  table  and  to 
concur  in  the  Senate  amendments, 
which  request  was  objected  to. 

The  Rules  Committee  met  that  evening 
and  reported  out  House  Resolution  509. 

Now,  this  particular  resolution  will — 
let  me  put  it  this  way — the  notice  on  the 
program  may  have  been  a  little  bit  con¬ 
fusing  inasmuch  as  underneath  it  we 
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have  in  parentheses  “1  horn-  of  debate,” 
but  that  1  hour  of  debate  applies  only  to 
the  consideration  of  House  Resolution 
which  is  pending  before  us  at  the  present 
time. 

This  measure,  at  the  conclusion  of  the 
1  hour  of  debate,  will  be  voted  either  up 
or  down.  That  is  the  1  hour  of  discussion 
to  which  reference  is  made.  In  other 
words,  there  will  not  be  an  hour  of  de¬ 
bate  on  H.R.  9951  or  the  surtax  exten¬ 
sion  amendment  added  to  that  bill.  In 
other  words,  at  the  conclusion  of  the  30 
minutes  which  are  controlled  by,  the 
gentleman  from  -Mississippi  and  the  30 
minutes  which  are  controlled  by  myself, 
when  that  is  over,  the  previous  question 
will  be  moved.  If  it  is  adopted,  then  this 
particular  bill  is  taken  from  the  Speak¬ 
er’s  table,  to  the  end  that  the  Senate 
amendment  be  and  the  same  is  hereby 
agreed  to  which  will  then  insofar  as  both 
bodies  are  concerned  continue  the  surtax 
to  and  including  December  31,  1969,  at  a 
rate  of  10  percent. 

Mr.  Speaker,  I  reserve  the  balance  of 
my  time. 

Mr.  COLMER.  Mr.  Speaker,  I  now  yield 
5  minutes  to  the  gentleman  from  Lou¬ 
isiana  (Mr.  Boggs). 

Mr.  BOGGS.  Mr.  Speaker,  will  the  gen¬ 
tleman  from  California  (Mr.  Smith) 
yield  me  an  additional  7  minutes? 

Mr.  SMITH  of  California.  I  will  gladly 
yield  the  gentleman  from  Louisiana  an 
additional  5  minutes,  and  then  let  us 
see  how  much  time  the  gentleman  may 
need  in  addition. 

Mr.  BOGGS.  I  thank  the  gentleman. 
Mr.  Speaker,  the  House  Committee  on 
Ways  and  Means  has  produced  the  most 
comprehensive  tax  reform  package  in  the 
history  of  this  great  Nation. 

The  effect  of  the  package  must  be 
considered  as  complementary  to  the  bill 
passed  on  June  30 — extending  the  sur¬ 
charge  at  10  percent  through  January 
and  at  5  percent  through  June  of  1970 — 
when  the  surcharge  ends — repealing  the 
investment  tax  credit;  postponing  the 
repeal  of  certain  excises  on  communica¬ 
tions  and  autos;  and  removing  all  below 
the  poverty  line  from  the  Federal  tax 
rolls. 

This  passed  the  House  by  five  votes. 

After  a  labor  of  6  months  in  which  we 
filled  15  volumes  of  testimony,  we  have 
writen  a  bill  that  makes  basic  changes 
in  almost  every  phase  of  Federal  income 
taxation  to  insure  that  every  individual 
and  corporation  pays  his  fair  share  of 
the  tax  burden. 

Most  important,  we  have  achieved  tax 
equity  with  fiscal  responsibility.  We  have 
reached  a  fairer  system  and  we  have  pro¬ 
vided  the  funds  for  making  the  changes 
we  have  made  without  any  deficit 
financing. 

I  say  we  have  gone  beyond  what  any¬ 
one  had  dreamed  we  would.  We  have 
gone  further  than  the  1963  proposals  of 
President  Kennedy.  We  have  gone  fur¬ 
ther  than  the  1968  proposals  of  the 
Treasury  Department  under  President 
Johnson,  and  we  have  gone  further  than 
the  proposals  of  President  Nixon  early 
this  year. 

As  a  matter  of  fact,  we  have  picked 
out  he  best  of  all  these  proposals,  added 


to  that  sum,  and  surprised  many  people. 

These  proposals  by  the  Kennedy, 
Johnson,  and  Nixon  administrations  were 
more  modest,  because  those  adminis¬ 
trations  did  not  believe  the  House  Ways 
and  Means  Committee  would  actually 
reform  the  tax  structure  because  of  the 
pressure  from  the  many  groups  involved. 

These  three  Presidents,  two  Demo¬ 
crats  and  one  Republican,  underesti¬ 
mated  the  depth  of  feeling  of  the  Ameri¬ 
can  people  for  genuine  tax  reform. 

The  people  have  demanded  that  this 
business  of  some  taxpayers  with  huge 
incomes  enjoying  all  the  privileges  of 
American  citizenship  but  managing  to 
pay  no  tax  at  all,  to  support  our  Govern¬ 
ment.  At  the  same  time,  they  have  seen 
the  taxpayer  making  as  little  as  $23  a 
week  paying  $42  a  year  in  Federal  in¬ 
come  taxes,  and  they  have  seen  the  mid¬ 
dle  income  persons  who  bear  the  heaviest 
burden  of  all  get  no  relief. 

This  bill  meets  those  demands. 

It  meets  those  needs  in  the  tradition 
of  the  U.S.  House  of  Representatives, 
which  under  the  Constitution  has  the 
exclusive  power  to  initiate  taxes. 

This  House  of  Representatives— your 
House  of  Representatives — is  where 
Hamilton  remarked  to  a  visitor:  “Here, 
sir,  the  people  govern.” 

This  bill  is  written  in  that  spirit.  It  is 
not  a  partisan  bill.  It  constitutes  two  es¬ 
sentials  : 

First,  to  cool  the  galloping  inflation 
which  has  driven  interest  rates  to  the 
highest  point  in  modern  history;  which 
has  brought  near  depression  to  the  con¬ 
struction  industry,  home  building  indus¬ 
try,  and  near  panic  in  the  financial  com¬ 
munity  both  here  and  abroad. 

Second,  to  bring  tax  justice  to  all  tax¬ 
payers.  To  insure  that  no  one  avoids  pay¬ 
ing  tax,  the  bill  restricts  particular  tax 
advantages  in  virtually  all  areas,  rang¬ 
ing  from  the  oil  depletion  allowance  to 
the  unlimited  charitable  contribution, 
which  permits  an  individual  to  avoid  tax 
completely  by  giving  away  property  to 
charities  and  contributing  nothing  to  the 
support  of  the  Government. 

By  modestly  lowering  the  oil  deple¬ 
tion  allowance — and  remember,  there 
are  110  items  all  cut  about  30  percent — I 
believe  we  have  assigned  this  heated 
controversy  to  the  history  books,  much 
as  we  did  to  the  butter-oleomargarine 
fight  of  the  1940’s. 

You  remember  how  a  candidate  from 
Wisconsin  had  to  pledge  to  be  willing  to 
die  for  butter,  and  how  a  man  from  the 
Cotton  Belt  had  to  pledge  to  be  for  oleo¬ 
margarine. 

Well,  by  lowering  depletion  allowances 
across  the  board  by  about  30  percent,  we 
have  eliminated  oil  depletion  as  a  na¬ 
tional  issue. 

A  minimum  tax  or  limit  on  tax  prefer¬ 
ences  is  provided  in  this  bill.  This  limit 
means  that  if  a  man  has  let  us  say  $10 
million,  half  of  that,  or  $5  million,  would 
still  be  tax  exempt,  but  the  other  $5  mil¬ 
lion  would  be  taxed  at  regular  rates. 

Thus,  thousands  either  paid  no  taxes, 
or  greatly  reduced  taxes  through  these 
methods. 

So  the  people  have  demanded  tax  re¬ 
lief  for  low-  and  middle-income  taxpay¬ 


ers — those  raising  families  and  seeing  in¬ 
flation  cut  into  them,  and  the  older  cit¬ 
izens  on  fixed  incomes.  This  bill  pro¬ 
vides  it  in  the  way  of  a  low  income  al¬ 
lowance  of  $1,100  to  replace  the  present 
minimum  standard  deduction  of  $300  for 
a  single  person  and  $600  for  a  married 
couple  with  two  children. 

When  this  provision  is  fully  effective 
in  1971,  it  will  provide  tax  reduction  of 
more  than  $2.1  billion  to  the  low-income 
persons. 

Relief  for  middle-income  taxpayers 
comes  in  the  way  of  an  increase  in  the 
standard  deduction.  This  is  of  particular 
benefit  to  taxpayers  with  incomes  of  be¬ 
tween  $7,000  and  $15,000.  Because  of  the 
revenue  cost  involved,  a  balanced  fiscal 
program  requires  that  the  increase  in 
the  standard  deduction  from  the  present 
10  percent  with  a  $1,000  ceiling  take 
place  in  three  stages:  To  13  percent  with 
a  $1,400  ceiling  in  1970,  to  14  percent  with 
a  $1,700  ceiling  in  1971,  and  a  final  in¬ 
crease  to  15  percent  with  a  $2,000  ceiling 
in  1972.  For  a  taxpayer  with  $10,000  of 
income  who  used  the  standard  deduc¬ 
tion,  this  means  an  increased  deduction 
of  $300  in  1970,  $400  in  1971,  and  $500  in 
1972. 

In  addition,  rate  reduction,  beginning 
at  income  levels  above  the  income  levels 
where  the  low-income  allowance  and  the 
standard  deduction  provide  the  greatest 
tax  relief,  will  provide  tax  reduction  to 
the  middle  and  upper  income  taxpayers. 
The  rate  reduction  is  generally  5  percent 
for  this  group.  The  rate  reduction  for 
the  upper  rates  is  necessary  because  these 
high  rates  have  been  one  of  the  main 
sources  of  pressure  to  provide  tax  shel¬ 
ters.  By  reducing  these  rates,  the  top  rate 
of  70  percent  is  cut  to  65  percent.  We  can, 
in  conjunction  with  the  50-percent  tax 
limit  on  earned  income,  reduce  the  pres¬ 
sure  to  undo  the  reform  and  loophole 
closing  of  this  bill. 

First,  the  head  of  household  for  over 
35; 

Second,  the  widow  and  widower  situa¬ 
tion; 

Third,  tax  averaging;  and 

Fourth,  moving  expenses  deductions. 

I  want  to  emphasize  that  this  is  not  a 
Democratic  bill,  it  is  not  a  Republican 
bill.  It  is  a  bill  for  our  country,  and  it 
was  reported  by  the  committee,  as  far 
as  I  can  remember  with  only  two  dissent¬ 
ing  votes. 

I  want  to  pay  special  tribute  to  Presi¬ 
dent  Nixon,  who,  once  having  been  con¬ 
vinced  of  the  necessity  of  this  program, 
“bit  the  bullet,”  and  went  to  work  to 
pass  comprehensive  legislation,  President 
Johnson,  who  convinced  the  incoming 
administration  that  this  had  to  be  done. 

Rogers  Morton  is  chairman  of  the 
Republican  National  Committee,  and  he 
serves  on  the  Ways  and  Means  Commit¬ 
tee.  I  am  vice  chairman  of  the  Demo¬ 
cratic  National  Committee,  and  I  serve 
on  the  Ways  and  Means  Committee.  We 
both  worked  for  this  package.  This  is  a 
bipartisan  bill. 

The  work  done  by  the  staff  of  the  Joint 
Committee  on  Internal  Revenue  Taxa¬ 
tion,  headed  by  Larry  Woodworth;  the 
work  done  by  the  staff  of  the  Ways  and 
Means  Committee,  headed  by  John  Mar¬ 
tin;  the  Treasury  Department,  headed 
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by  Secretary  Kennedy  and  his  Assistant 
Secretary  in  Charge  of  Congressional 
Affairs,  Edwin  S.  Cohen;  all  were  out¬ 
standing  and  they  deserve  the  com¬ 
mendation  of  all  Americans. 

This  great  relief  can  be  granted  with 
total  fiscal  responsibility.  The  projections 
show  that  for  each  year  beginning  this 
year,  there  will  be  substantial  surpluses 
in  both  the  unified  and  administrative 
budgets,  and  this  contemplates,  God  for¬ 
bid,  the  continuation  of  the  war  in  Viet¬ 
nam  and  a  vastly  increased  expenditure 
for  weapons. 

I  have  just  come  from  a  briefing  at  the 
White  House  with  President  Nixon  and 
others.  I  was  greatly  encouraged  over 
the  prospect  for  the  lessening  of  world 
tensions.  If  this  comes  to  pass,  many  bil¬ 
lions  of  dollars  now  being  used  for  de¬ 
structive  purposes  can  be  put  to  work  to 
rebuild  our  cities,  to  tear  down  our 
ghettos,  to  make  the  land  serve  the  peo¬ 
ple,  and  make  life  livable  and  enjoyable 
everywhere  in  America. 

Now  is  a  moment  for  us  to  raise  our 
sights.  When  Isabella  hocked  her  jewels 
to  a  strange  man  from  Italy  named  Co¬ 
lumbus,  I  am  sure  her  financial  advisers 
questioned  her  sanity.  Then,  it  was  3 
months  before  she  knew  that  he  had  dis¬ 
covered  a  new  world.  At  that  time,  Europe 
was  in  a  period  of  despair — men  were 
killing  one  another  in  religious  war  after 
religious  war,  and  there  appeared  to  be 
no  hope. 

Shortly  thereafter,  another  woman, 
Elizabeth,  Queen  of  England,  came  along 
and  she  led  Drake  and  all  the  others,  as 
did  the  Spanish  and  Portuguese,  to  en¬ 
courage  their  explorers  to  circum- 
navigable  the  earth. 

And  the  despair  of  the  late  15th  cen¬ 
tury  was  dissipated  by  this  great  new 
challenge  to  mankind. 

Last  week,  when  you  heard  two  men 
speak  to  you  from  the  moon,  when  you 
saw  them  walk  on  the  moon,  you  must 
have  thought  in  terms  of  Samuel  Morse, 
when  he  said — words  engraved  on  a 
plaque  in  this  Capitol  Building — at  the 
time  of  the  first  telegraphic  message 
from  Baltimore  to  Washington,  a  dis¬ 
tance  of  about  35  miles,  “What  hath  God 
wrought?” 

Now,  indeed,  what  hath  God  wrought? 

Hopefully,  in  the  words  of  the  poet 
MacLeish,  “We  are  indeed  all  brothers 
on  this  earth.” 

Prior  to  the  events  of  last  week,  there 
was  much  despair  in  our  Nation,  dis¬ 
orientation  of  the  young,  a  widening  gap 
between  the  blacks  and  whites,  between 
the  inner  city  and  the  suburbs,  our  uni¬ 
versity  campuses  had  become  so  disor¬ 
ganized  that  National  Guardsmen  and 
police  were  required  to  maintain  law  and 
order. 

Hopefully,  now,  we  can  turn  away  from 
the  strife  at  home  and  the  strife 
abroad — the  wars  and  bloodshed  costing 
an  untolled  billion  in  treasure. 

Hopefully,  we  can  now  think  of  man 
as  he  really  is — created  in  the  image  of 
God — a  finite  creature  with  infinite 
capacity. 

Hopefully,  this  legislative  package  will 
return  confidence  first  to  all  Americans 
in  our  ability  in  both  the  executive  and 
legislative  branches  to  govern:  In  our 


ability  to  achieve  economic  stability 
without  runaway  inflation ;  in  our  ability 
to  retain  a  healthy  growth  rate  and  thus 
prevent  what  could  have  developed  into 
a  panic  resulting  in  a  depression  which 
would  have  made  1929  look  like  a  Sun¬ 
day  afternoon  breeze.  And  haunt  the 
Democratic  party  for  30  years  to  come. 

And,  finally,  restore  the  confidence 
the  nations  of  the  world  in  the  ability  of 
Americans  to  work  together  as  one  na¬ 
tion  as  we  manifest  determination  and 
accomplish  the  miracle  of  last  week. 

Mr.  Speaker,  I  include  with  my  re¬ 
marks  a  resume  of  the  committee  action 
which  appears  in  the  New  York  Times  of 
yesterday,  and  a  resume  which  appears 
in  the  Wall  Street  Journal  of  Friday: 
[From  the  New  York  Times,  Aug.  3,  1969] 

Washington,  Aug.  2 — The  House  Ways  and 
Means  Committee,  after  more  than  five 
months  of  work,  has  completed  action  on  a 
tax  reform  bill  that  runs  362  pages  and  is 
generally  believed  to  contain  the  most  ex¬ 
tensive  revisions  of  the  tax  law  ever  put  to¬ 
gether  in  one  package. 

Its  dozens  of  provisions  range  from  a 
change  in  the  standard  deduction  that  is 
expected  to  reduce  the  taxes  of  some  eight 
million  taxpayers  to  provisions  that  elimi¬ 
nate  special  tax  preferences  that  affect  fewer 
than  100  individuals. 

An,  analysis  of  some  of  its  most  far-reach¬ 
ing  provisions  follows: 

MINIMUM  TAX  AND  ALLOCATION  OP  DEDUCTIONS 

These  two  provisions,  in  combination, 
were  aimed  at  making  sure  that  all  indi¬ 
viduals  of  considerable  means  paid  a  sub¬ 
stantial  amount  of  Federal  income  tax.  The 
aim  was  not  fully  realized  in  the  bill  the 
committee  approved,  which  will  still  permit 
some  individuals  in  the  oil  industry  to  pay 
no  Federal  income  tax  at  all.  (See  Oil  Indus¬ 
try  below.) 

The  minimum  tax  is  a  sort  of  group  ap¬ 
proach  to  a  number  of  existing  preferential 
provisions  of  the  tax  law. 

The  provisions  of  the  minimum  tax  pro¬ 
posal  say,  in  effect,  that  an  individual  must 
lump  together  all  of  his  income  that  is  ren¬ 
dered  tax-free  by  various  provisions  of  the 
law — the  one-half  of  capital  gains  that  is 
not  taxed  at  all  at  present,  for  example.  If 
this  tax-free  income  exceeds  half  of  his  total 
income  (providing  it  is  more  than  10,000) 
then  tax  must  be  paid  at  the  regular  rates  on 
that  portion  which  does  exceed  half  the  tax¬ 
payer’s  total  income. 

Other  forms  of  favored  income  that  would 
be  subject  to  the  minimum  tax  include  in¬ 
terest  on  tax-free  city  and  state  government 
bonds;  losses  from  farms  not  really  operated 
for  profit;  depreciation  deductions  on  real 
estate  that  exceed  actual  depreciation,  and 
the  untaxed  appreciation  in  the  value  of 
property  given  to  charity. 

Allocation  of  deductions 

The  allocation  of  deductions  also  deals 
with  tax-free  income,  but  the  list  of  items 
is  somewhat  different.  On  the  one  hand,  only 
interest  from  newly  issued  state  and  city 
government  bonds  need  be  counted.  But  the 
income  rendered  tax-free  for  oil  operators  by 
excessive  depletion  and  drilling  deductions  is 
included  in  the  computation  of  the  alloca¬ 
tion  of  deductions. 

Fundamentally,  the  allocations  provision 
is  designed  to  make  sure  that  no  one  with 
large  amounts  of  tax-free  income,  who  also 
has  taxable  income,  can  wipe  out  all  or  even 
most  of  that  taxable  income  through  the 
use  of  deductions.  This  occurs  widely  now. 

An  example  illustrates  the  situation: 

Suppose  an  individual  had  $100,000  in  tax- 
free  interest,  the  untaxed  half  of  capital 
gains,  and  so  on.  Suppose  he  also  had  a  tax¬ 
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able  salary  of  $50,000.  If  he  had  interest  pay¬ 
ments,  local  taxes,  charitable  contributions 
and  other  deductions  totaling  $50,000,  he 
would  now  pay  no  Federal  income  tax. 

Under  the  provision  for  allocation  of  de¬ 
ductions,  he  could  deduct  from  his  taxable 
income  only  one-third  of  his  interest,  local 
taxes  and  so  on — the  amount  of  his  total 
income  represented  by  his  taxable  income. 
Actually,  the  deductions  permitted  would  be 
a  little  more  than  oneTthird  in  this  example, 
because  the  committee’s  bill  permits  the  first 
$10,000  of  tax-free  income  to  be  ignored. 

Effect  on  the  wealthy 

The  minimum  tax  and  allocation  of  deduc¬ 
tions  will  not  only  force  some  tax  payments 
from  almost  all  of  the  wealthy  who  cur¬ 
rently  pay  no  taxes  at  all,  but  it  will  also 
bring  up  to  a  fairly  substantial  level  of  tax 
payments  many  individuals  who  now  pay 
relatively  trivial  amounts  of  tax. 

This  indirect  group  approach  to  tax  prefer¬ 
ences,  rather  than  a  head-on  attempt  to 
eliminate  tbe  underlying  preferences  them¬ 
selves,  is  one  of  the  more  controversial  fea¬ 
tures  of  the  tax  reform  bill. 

Those  who  oppose  this  approach  say  that 
it  constitutes  far  less  than  a  half-loaf  in 
terms  of  eliminating  tax  preferences  that 
they  consider  unjustified.  They  argue  further 
that  the  indirect  elimination  of  part  of  the 
preferences  will  make  it  harder  to  enact  fur¬ 
ther  reforms,  because  the  public  at  large 
will  think  the  problem  has  been  taken  care 
of,  whereas  it  actually  has  not  been. 

Supporters  of  this  approach,  who  include 
the  present  Administration’s  and  the  John¬ 
son  Administration’s  Treasury  Department, 
say  that  in  attempting  tax  reform,  you  take 
what  you  can  get,  and  this  partial  change  is 
better  than  nothing. 

In  addition,  they  argue  that  enactment  of 
the  minimum  tax  allocation  of  deductions 
may  make  it  easier  to  reduce  further  or 
eliminate  these  tax  preferences. 

Their  reasoning  is  that  the  fight  against 
outright  elimination  will  become  easier  as 
the  preferences  come  to  mean  less  and  less 
to  those  who  have  them  because  of  the  opera¬ 
tion  of  the  minimum  tax  and  allocation  of 
deductions. 

REAL  ESTATE 

The  changes  proposed  in  the  taxation  of 
real  estate  operations  are  aimed  at  reducing 
existing  tax  preferences  granted  owners  and 
operators  of  commercial  buildings,  without 
diminishing  the  incentives  that  the  tax  pref¬ 
erences  provide  for  construction  of  apart¬ 
ment  houses. 

While  the  committee’s  essential  aim  was  to 
continue  the  incentives  for  investment  in 
relatively  low-cost,  low-rent  apartments,  it 
found  itself  unable  to  devise  a  rule  that 
would  retain  the  incentives  for  low-income 
housing  while  eliminating  them  for  middle- 
income  and  luxury  apartments.  It  therefore 
left  intact  all  of  the  existing  preferential 
sections  of  the  law  applying  to  apartment 
houses. 

The  basic  tax  preference  that  real  estate 
operators  have  is  the  ability  to  amortize  their 
properties — that  is,  to  deduct  depreciation 
from  their  income — faster  than  the  deprecia- 
ion  actually  occurs.  At  present,  depreciation 
at  double  the  actual  rate  is  permitted. 

The  comntittee  left  intact  this  double  de¬ 
preciation  for  newly  built  residential  hous¬ 
ing.  But  for  other  new  building,  effective  on 
the  date  of  the  committee’s  decision,  July  24, 
the  depreciation  deductions  would  be  limited 
to  one  and  one-half  times  the  actual  rate  of 
depreciation. 

DepreciatioJi  of  old  buildings 

The  ability  of  real  estate  operators  to  buy 
old  buildings  and  still  deduct  a  depreciation 
charge  in  excess  of  actual  depreciation  was 
ended  completely.  Depreciation  on  any  old 
building  bought  after  July  24  would  be  lim¬ 
ited  to  the  actual,  or  “straight-line,”  rate. 
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The  committee  also  toughened  the  provi¬ 
sion  under  which  the  Treasury  can  recapture 
from  a  building  owner  excessive  depreciation 
that  has  been  taken  on  a  building  that  he 
subsequently  sells. 

Finally,  with  its  focus  on  problems  of  slum 
housing,  the  committee  provided  a  new  in¬ 
centive  for  rehabilitation  of  old  residential 
buildings.  Though  these  buildings,  once 
refurbished,  might  have  a  useful  life  of  many 
years,  the  cost  or  rehabilitation  could  be 
deducted  in  just  five  years. 

The  incentive  is  expected  to  be  effective, 
and  there  are  already  some  reports  of  syndi¬ 
cates  that  may  be  formed  to  rehabilitate 
slum  housing  and  take  advantage  of  this  new 
tax  preference. 

Double  depreciation 

The  committee’s  decision  to  keep  double 
depreciation  for  residential  buildings  and  cut 
the  depreciation  on  other  types  of  buildings 
on  one  and  one-half  time  the  normal  rate 
was  a  more  limited  action  than  the  Treasury 
had  recommended.  It  wanted  these  cutbacks 
as  the  first  step  in  a  two-step  program  of 
abridgement  of  real  estate  tax  preferences. 

Its  recommended  second  step,  in  two  or 
three  years,  would  have  eliminated  the  rap¬ 
id  depreciation  for  all  types  of  buildings 
other  than  residential  and  for  apartment 
houses  other  than  low-cost. 

The  Treasury  believed  some  means  of  de¬ 
fining  the  boundary  between  low-income  and 
middle-income  apartment  housing  could 
have  been  devised  in  the  meantime,  along 
with  necessary  changes  in  other  Federal  laws 
that  assist  housing. 

The  committee’s  changes  are  expected  to 
increase  the  taxes  of  individuals  and  cor¬ 
porations  in  the  real  estate  business  by 
$400-million  to  $500-million  annually  after 
a  few  years.  Since  the  provisions  apply  only 
to  future  real  estate  transactions  or  build¬ 
ings,  the  increase  in  the  first  year  would 
be  only  about  half  this  amount. 

OIL  INDUSTRY 

With  the  public  at  large,  probably  the 
most  popular  change  that  the  committee 
voted  was  its  reduction  of  the  depletion 
allowance  permitted  the  oil  and  gas  indus¬ 
try  from  27  y2  to  20  per  cent.  Proportional 
decreases  were  also  voted  in  depletion  al¬ 
lowances  for  almost  all  of  the  more  than 
100  other  minerals  on  which  smaller  amounts 
of  depletion  may  be  taken.  The  depletion 
allowance  is  a  simple  deduction  from  gross 
income. 

The  committee  also  voted  changes  in  the 
taxation  of  the  oil  industry  that  may  have 
a  greater  impact  on  its  operations  than  the 
cut  in  the  depletion  allowance. 

It  left  almost  untouched  the  .present  tax 
preference — accorded  the  oil  industry  alone — 
that  can  be  coupled  with  the  depletion  al¬ 
lowance  to  permit  many  oil  operators,  es¬ 
pecially  the  unincorporated  independents, 
to  escalate  all,  or  nearly  all,  Federal  income 
tax  on  millions  of  dollars  of  income  an¬ 
nually. 

The  untouched  provision  is  the  ability 
of  the  industry  to  deduct  in  the  year  paid 
out  most  of  its  costs  of  exploration  for/and 
development  of  oil  wells.  These  costs  are 
comparable  to  capital  outlays,  which  in  other 
industries,  have  to  be  deducted  over  a  pe¬ 
riod  of  years.  The  special  preference  for 
the  oil  industry  is  called  the  “expensing 
of  intangible  drilling  costs.” 

While  the  committee  formally  estimated 
that  the  cut  in  the  depletion  allowance  for 
oil  would  increase  the  taxes  paid  by  the 
oil  industry  by  $360-million  annually,  there 
is  general  agreement  that  the  estimate  may 
be  high.  That  is  because  the  “expensing 
of  intangible  drilling  costs”  can  still  be 
used — even  with  the  cut  in  depletion — to  re¬ 
duce  taxable  income  as  much  as  before. 

The  combination  of  depletion  allowance 
and  intangible  drilling  costs  works  like 
this: 


Suppose  an  independent  oil  producer  had 
gross  income  of  $1 -million  from  his  exist¬ 
ing  wells.  Suppose  his  business  expenses — 
payroll  and  so  on — totaled  $300,000. 

At  present,  in  making  out  his  tax  return, 
he  can  deduct  $275,000  from  his  gross  income 
as  the  depletion  allowance.  That,  with  his 
regular  operating  expenses,  makes  $575,000  in 
deductions.  If  he  wants  to  avoid  all  Federal 
income  tax,  he  has  to  spend  $425,000  in  ex¬ 
ploring  and  developing  new  wells,  which  he 
can  then  also  deduct.  He  does  not  actually 
have  no  income;  he  has  the  $275,000  repre¬ 
sented  by  the  depletion  allowance.  But  he 
has  no  taxable  income. 

Income  cut  to  zero 

With  the  depletion  allowance  cut  to  20  per 
cent  the  deduction  in  the  example  would  be 
reduced  from  $275,000  to  $200,000.  But  the 
oil  operator  could  still  reduce  his  taxable 
income  to  zero  simply  by  increasing  his  drill¬ 
ing  expenses  from  $425,000  to  $500,000.  The 
additional  amount  he  spent  would  produce 
more  income  for  him  in  the  future — against 
which  a  still-larger  depletion  allowance  could 
be  taken. 

However,  not  all  oil  operators — particularly 
not  the  giant  integrated  corporations — are 
actually  able  to  keep  up  their  drilling  ex¬ 
penses  to  the  point  of  reducing  their  taxes 
to  nothing,  so  the  change  in  the  depletion 
allowance  will  increase  the  industry’s  taxes 
to  some  extent. 

Possibly  greater  impact  on  the  industry 
would  come,  however,  from  the  committee’s 
actions  to  remove  the  tax  advantage  from 
some  elaborate  arrangements  known  as 
“carved  out  production  payments”  and  “ABC 
transactions,”  in  which  several  parties  are  in¬ 
volved  in  the  sale,  back  and  forth,  of  min¬ 
eral  rights  or  the  shifting  of  income  from 
one  year  to  another— ail  for  purposes  of 
avoiding  income  taxes.  The  additional  tax 
collections  from  these  changes  are  estimated 
at  $200-million  a  year. 

In  addition,  the  committee  also  clamped 
down  on  some  of  the  tax  advantages  that 
can  arise  from  the  overseas  operations  of  oil 
companies,  especially  those  in  parts  of  the 
world  where  royalties  are  paid  to  sovereigns 
for  drilling  rights.  No  real  estimate  has  been 
made  of  the  revenue  effects  of  this  provision. 

TAX-EXEMPT  FOUNDATIONS 

A  large  number  of  restrictions  were  voted 
by  the  committee.  They  fall  into  two  rough 
groups :  limitations  on  the  financial  and 
business  dealings  of  the  foundations  and  re¬ 
strictions  on  the  way  they  can  spend  their 
money. 

In  addition,  the  committee  voted  a  7  54 
per  cent  tax  on  the  income  foundations  have 
from  their  investments  and  an  alternative 
tax  of  5  per  cent  of  the  market  value  of  a 
foundation’s  assets  to  prevent  foundations 
from  deliberately  shifting  into  low-earning 
assets  to  avoid  the  tax. 

There  will  be  little  revenue  impact  from  the 
restrictive  provisions  the  committee  adopted. 
Raising  revenue  was  not  the  committee’s  in¬ 
tent  in  this  area.  Instead  it  wanted  to  set 
forth  new  limitations  on  what  foundations 
may  do  and  still  retain  their  tax-preferred 
status. 

The  restrictions  on  financial  transactions 
are  mainly  aimed  at  stopping  individuals 
from  setting  up  foundations  essentially  for 
tax-avoidance  purposes  rather  than  the  ed¬ 
ucational,  scientific,  civic,  or  other  public 
purposes  for  which  foundations  are  supposed 
to  exist. 

FOUNDATIONS’  REACTION 

The  big  foundations  whose  names  are  well- 
known  to  the  public — Ford,  Carnegie,  Rock¬ 
efeller,  and  so  on — have  no  objections  to 
these  provisions. 

The  committee’s  decisions  to  limit  foun¬ 
dation  activities  have  stirred  considerable 
protest,  however,  although  many  of  the  lim¬ 
itations  originally  voted  were  subsequently 
modified. 

A  bar  against  direct  foundation  financing 


of  voter  registration  drives  remains  in  the 
bill,  although  indirect  financing  through 
other  organizations  would  be  permitted. 
(The  idea  behind  this  ban  was  that  such 
voter-registration  drives  are  really  not  non¬ 
partisan.)  In  addition,  foundations  would 
be  barred  from  any  attempts  directly  to  in¬ 
fluence  legislation,  even  if  such  attempts  did 
not  constitute  a  substantial  portion  of  their 
activity.  They  could  still  sponsor  independ¬ 
ent  research  on  issues  that  might  be  re¬ 
lated  to  legislative  matters,  however. 

CURBS  ON  AID  TO  OFFICIALS 

Details  concerning  the  sources  and  dis¬ 
position  of  foundation  income — including 
the  names  of  recipients  of  foundation 
grants — would  be  required  to  be  made  pub¬ 
lic. 

No  grants  could  be  made  directly  to  in¬ 
dividuals  except  under  specified  standards, 
announced  in  advance,  and  approved  by  the 
Internal  Revenue  Service. 

In  addition,  in  an  attempt  to  reduce  the 
concentration  of  economic  power  in  the 
hands  of  foundations,  the  committee  voted 
generally  to  *  *  *  ship  of  more  than  20 
percent  of  the  voting  stock  of  any  company. 

OTHER  TAX-EXEMPT  ORGANIZATIONS 

Most  tax-exempt  organizatibns,  such  as 
educational  institutions  or  charitable  or¬ 
ganizations,  must  pay  taxes  on  the  income 
they  receive  from  business  activities  that 
are  completely  unrelated  to  the  purpose  for 
which  they  received  their  tax-exemption. 

The  income  from  any  type  of  manufac¬ 
turing  would  be  taxable,  for  example. 

At  present,  however,  churches,  social  wel¬ 
fare  clubs,  civic  leagues,  social  clubs  and 
fraternal  beneficial  associations  pay  no  tax 
on  such  “unrelated  business  income.”  (They 
would  be  required  to  do  so,  under  the  com¬ 
mittee’s  bill.) 

Churches  were  given  six  years  to  dispose 
of  their  unrelated  businesses  before  the 
tax  is  imposed. 


[From  the  Wall  Street  Journal,  Aug.  1,  1969] 
House  Unit  Proposes  $6.5  Billion  Cuts  for 
Taxpayers;  Senate  Agrees  to  Extending 
10-Percent  Surtax  Only  Until  Decem¬ 
ber  31 

massive  reform  bill  raises  burden  on  rich 
persons,  aids  middle,  low  groups 
(By  Fred  L.  Zimmerman) 
Washington — The  House  Ways  and  Means 
Committee,  in  a  stunning  climax  to  months 
of  work  on  a  tax-reform  bill,  proposed  nearly 
$6.5  billion  of  rate  reductions  and  other 
benefits  for  taxpayers,  mainly  in  lower  and 
middle-income  brackets. 

The  massive  reform  and  relief  bill,  de¬ 
scribed  by  a  Congressional  tax  expert  as  the 
“biggest  restructuring  of  the  tax  code  in  his¬ 
tory,”  is  scheduled  for  a  House  vote  next 
Thursday. 

The  politically  difficult  decision  legislators 
will  face  in  voting  to  raise  substantially  the 
tax  burden  on  most  wealthy  individuals 
and  on  a  variety  of  industries  will  be  made 
easier  by  the  committee’s  inclusion  of  sweep¬ 
ing  relief  for  most  individual  taxpayers. 

The  bill  is  designed  ultimately  to  increase 
annual  Federal  revenue  through  “loophole¬ 
closing”  by  almost  precisely  the  same  amount 
that  the  Treasury  will  lose  each  year  through 
the  rate  reductions  and  other  tax  breaks 
the  committee  approved. 

Rate  reductions  totaling  $2  billion,  which 
will  take  effect  during  calendar  1970  and 
1971,  will  average  5%  of  taxable  income  when 
fully  effective.  Application  of  the  cuts  will 
begin  at  the  point  in  current  tax  tables  where 
individuals  become  subject  to  a  21%  tax  rate. 
This  level  generally  applies  to  married  per¬ 
sons  with  $8,000  of  taxable  income  and  single 
persons  whose  income  is  $4,000. 

The  committee  also  decided  on  a  major 
increase  in  the  standard  deduction  of  10%  of 
adjusted  gross  income,  with  a  $1,000  maxi- 
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mum — the  device  used  by  individuals  who 
don’t  file  itemized  returns.  The  deduction 
would  be  raised  gradually  to  an  eventual 
level  in  1972  of  15%,  with  a  $2,000  maxi¬ 
mum. 

Standard  deduction  change 

In  calendar  1970,  the  standard  deduction 
would  go  to  13%  with  a  $1,400  maximum,  and 
the  following  year  it  would  rise  to  14%  with  a 
$1,700  maximum. 

The  committee  also  decided  to  cut  the  top 
individual  tax  rate  to  65%  of  income  from 
the  current  70%.  Additionally,  it  sets  a  50% 
maximum  tax  rate  on  earned  income,  as  of 
next  year.  This  would  benefit  those  relatively 
few  wealthy  persons  who  currently  pay  Fed¬ 
eral  income  tax  totaling  more  than  half  their 
income  because  they  lack  sufficient  deduc¬ 
tions  and  exemptions. 

The  committee  also  decided  to  lessen  the 
tax  burden  on  single  persons  over  age  35  who 
maintain  a  household  by  allowing  them  to 
claim  “head  of  household”  status  when  they 
file  tax  returns. 

Widows  and  widowers  with  dependents  who 
are  under  age  19  or  attending  college  would 
be  allowed  to  file  joint  returns,  generally 
lowering  their  tax  liability. 

The  committee  also  decided  to  abandon 
its  earlier  plan  to  phase  into  law  gradually 
a  “low-income  allowance”  that  will  reduce 
or  eliminate  the  tax  liability  on  12  million 
returns  of  lower-income  persons.  Making 
this  allowance  fully  effective  next  year  will 
constitute  a  bigger  tax  break  than  originally 
planned  for  low-income  families. 

As  a  final  tax-tightening  action,  the  com¬ 
mittee  voted  to  increase  the  corporate  tax 
rate  on  long-term  capital  gains  to  30%  from 
25%. 

By  1975,  when  most  of  the  provisions  will 
be  fully  effective,  the  committee’s  reform 
package  will  have  increased  annual  Federal 
revenue  by  $7.02  billion  and  decreased  reve¬ 
nue  by  nearly  $6.88  billion,  for  a  net  annual 
gain  of  $145  million. 

Thus,  the  committee  seemingly  has  made 
good  on  the  long-standing  prediction  of 
Chairman  Mills  (D.,  Ark.)  that  the  commit¬ 
tee’s  tax-reform  bill — on  which  work  began 
last  February — would  have  a  “nearly  neu¬ 
tral"  revenue  effect. 

Costs  to  Government 

Other  revenue  estimates,  all  still  tenta¬ 
tive,  show  the  standard-deduction  boost 
costing  the  Treasury  $2.1  billion  a  year  by 
1972,  and  the  low-income  allowance  costing 
the  same  annual  amount  starting  next  year. 

The  estimated  overall  revenue  gain  of 
about  $7  billion  includes  an  annual  pick-up 
for  the  Treasury  of  about  $3.3  billion  from 
proposed  repeal,  retroactive  to  last  April  18, 
of  the  7%  tax  credit  for  business-equipment 
purchases. 

Imposition  of  the  50%  maximum  tax  on 
an  individual’s  earned  income  initially  would 
cost  the  Treasury  an  estimated  $200  million 
annually  but  eventually  the  loss  would  drop 
to  about  $100  million. 

Although  $6.5  billion  of  tax  relief  will  be 
an  attractive  proposition  to  vote  for,  many 
lawmakers  will  agonize  over  supporting  the 
bill’s  tough  tightening  of  a  host  of  long¬ 
standing  preferential  tax  arrangements. 

Among  the  bill’s  most  controversial  pro- 
sions  are  these: 

A  cut  to  20%  in  the  27 14  %  oil-depletion 
allowance,  a  special  tax  break  that’s  cher¬ 
ished  by  the  politically  potent  oil  industry 
but  is  widely  regarded  by  Congressional  lib¬ 
erals  as  most  glaring  symbol  of  what’s  wrong 
with  the  Federal  tax  code. 

Imposition  of  a  tax  of  7 1/2  %  of  net  in¬ 
vestment  income  on  currently  tax-exempt 
private  foundations,  as  well  as  a  series  of 
stringent  new  curbs  on  their  activities. 

Elimination  of  the  25%  maximum  al¬ 
ternative  tax  rate  on  long-term  capital  gains, 
and  lengthening  to  one  year  from  the  cur¬ 
rent  six  months  the  holding  period  that’s 


required  before  sale  of  an  asset  is  eligible 
for  capital-gains  treatment. 

Imposition,  under  certain  circumstances, 
of  a  tax  on  individuals’  interest  receipts  from 
currently  tax-exempt  state  and  local  bonds. 

Establishment  of  a  Federal  subsidy  ar¬ 
rangement  deigned  to  encourage  tate  and 
local  government  to  issue  taxable,  rather  than 
tax-exempt,  obligation.  The  committee  de¬ 
cided  that  the  subsidy  should  be  fixed  by  the 
Treasury  Secretary  within  a  range  of  25% 
and  40%  of  a  bond’s  interest  yield,  except 
that  during  the  first  five  years  that  the  ar¬ 
rangement  is  in  effect  the  range  would  be 
30  to  40%. 

FINAL  ACTION  IS  EXPECTED  ON  MONDAY;  EM¬ 
PLOYERS  TOLD  TO  CONTINUE  WITHHOLDING 

(By  Arlen  J.  Large) 

Washington. — Congress  failed  to  meet  in 
tidy  fashion  last  midnight’s  deadline  for 
maintaining  income  tax  withholding  rates  at 
present  levels,  but  lawmakers  confidently 
insisted  it  won’t  make  any  difference. 

Agreeing,  the  Internal  Revenue  Service 
“advised”  all  employers  to  continue  using  the 
present  tables  and  rates  for  income  tax  with¬ 
holding.  These  rates  and  tables  include  both 
the  regular  income  tax  and  the  surcharge. 

As  Congress  quit  for  the  night,  this  was  the 
situation:! 

- — Both  the  House  and  Senate  had  approved 
an  extension  of  the  10%  surtax  through  Dec. 
31.  But  approval  didn’t  come  in  identical 
legislative  form,  as  required,  and  President 
Nixon  wasn’t  here  to  sign  any  bill,  so  the 
new  Dec.  31  expiration  date  isn’t  yet  law. 

— Legally,  employers  today  are  entitled  to 
withhold  tax  from  payrolls  at  the  lower  pre¬ 
surtax  rates.  But  the  House  is  prepared  to 
vote  Monday  to  accept  the  Senate  version  of 
the  bill,  extending  both  the  surtax  and  the 
present  -withholding  rates,  and  send  it  to 
the  White  House.  President  Nixon  is  sche¬ 
duled  to  be  home  from  his  round-the-world 
trip  by  Monday  and  will  be  ready  to  sign  the 
bill  into  law. 

— Congressional  tax-writers  and  Treasury 
officials  contend  that,  during  the  interval  be¬ 
tween  last  midnight’s  expiration  of  surtax- 
based  withholding  schedules  and  their  ex¬ 
pected  restoration  sometime  Monday,  em¬ 
ployers  will  be  safe  in  withholding  payroll 
taxes  at  the  present  level. 

Approval  seen  Monday 

Technically  that’s  illegal,  but  their  justi¬ 
fication  woulld  be  the  fact  that  both  the 
House  and  Senate  are  on  record  as  wanting 
the  surtax  extended  until  Dec.  31,  and  the 
strong  probability  that  the  legislative  mess 
will  be  tidied  up  on  Monday.  Both  Chairman 
Mills  (D.,  Ark.)  of  the  House  Ways  and  Means 
Committee  and  Rep.  Byrnes  of  Wisconsin, 
the  committee’s  ranking  Republicans,  pre¬ 
dicted  the  House  will  approve  the  surtax  ex¬ 
tension  in  final  form  on  Monday. 

IRS  Commissioner  Randolph  Thrower  “ad¬ 
vised  all  employers”  in  a  statement  last  night 
to  continue  using  the  present  rates  and  tables 
in  computing  how  much  Federal  income  tax 
to  withhold  from  workers’  pay.  He  went  on: 

“Now  that  both  the  House  and  Senate  have 
voted  to  extend  the  10%  income  tax  sur¬ 
charge  .  .  .  Congress  is  expected  to  complete 
final  action  on  the  surcharge  extension  in 
the  next  few  days.  In  view  of  this  anticipated 
action  it  would  be  in  the  interests  of  both 
employers  and  employees  to  continue  the 
present  withholding  rates,  even  though  there 
may  be  a  few  days  in  which  the  statutory 
basis  of  the  surcharge  is  in  transition.  This 
will  maintain  the  withholding  that  many 
employes  will  need  to  meet  their  tax  obliga¬ 
tions,  assuming  the  passage  of  the  legisla¬ 
tion.” 

Congress  enacted  the  10%  surtax  on  indi¬ 
vidual  and  corporate  incomes  last  year,  and 
the  surtax  expired  on  June  30,  as  provided  by 
law.  But  as  the  June  30  date  approached, 
efforts  to  renew  the  surtax  became  mired  in 
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demands  for  basic  reform  of  the  tax  laws. 
Old-fashioned  squabbling  between  Demo¬ 
crats  and  Republicans  and  between  the 
House  and  the  Senate  added  to  the  problems. 
The  result  is  today’s  confusion  for  employers 
on  payroll  withholding  and  the  spectacle  in 
Washington  of  535  wrangling  lawmakers  who 
couldn’t  meet  a  deadline. 

Previous  House  action 

In  late  June  the  House  narrowly  voted  to 
extend  the  surtax  at  its  10%  level  through 
Dec.  3 1  and  to  let  it  drop  to  5  %  through  the 
first  half  of  1970,  after  which  it  would  expire. 
Included  in  the  same  measure  was  repeal  of 
the  7%  tax  credit  for  businessmen’s  equip¬ 
ment  investments,  and  a  special  provision 
removing  low-income  families  from  the  tax 
rolls. 

This  bill  hit  the  Senate  at  a  time  when 
Majority  Leader  Mansfield  of  Montana  and 
other  key  Democrats  were  building  a  crusade 
for  tax  reform  intended  to  close  “loopholes” 
for  the  privileged  and  give  a  break  to  middle- 
income  families.  With  the  surtax  extension 
obviously  being  held  in  the  Senate  as  a  hos¬ 
tage  for  that  crusade,  Congress  acknowledged 
missing  its  first  deadline — June  30 — by  vot¬ 
ing  a  15-day  extension  of  the  payroll  with¬ 
holding  rates  based  on  the  expiring  surtax. 
This  was  intended  to  give  everyone  more 
time  to  sort  out  the  surtax  reform  muddle. 

Then  began  a  series  of  partisan  maneuvers 
and  rejected  “compromises,”  which  ended  in 
a  ringing  verbal  pledge  by  all  Senate  leaders 
with  any  rank  whatever  to  bring  a  big  tax 
reform  package  to  the  floor  by  Oct.  31.  Only 
yesterday,  with  that  wrangle  evidently  set¬ 
tled,  did  the  Senate  begin  serious  voting  on 
what  to  do  about  extending  the  surtax. 

On  one  key  vote,  the  Senate  decided  66  to 
34  to  defer  for  the  time  being  any  repeal  of 
the  7%  investment  credit.  It  was  generally 
agreed  this  will  be  accomplished  in  the 
promised  tax  reform  package,  and  the  repeal 
will  be  retroactive  to  April  18.  A  number  of 
industries  are  fighting  to  continue  using  the 
investment  credit  for  purchases  of  particular 
machinery,  and  various  Senators  will  try  to 
exempt  these  businesses  from  a  general  re¬ 
peal.  But  the  Senate  didn’t  want  this  fight  to 
interrupt  the  effort  to  extend  the  surtax  it¬ 
self;  that’s  why  the  investment  credit  issue 
was  postponed. 

Sen.  Mansfield  and  his  Democratic  troops 
already  more  or  less  had  agreed  on  an  exten¬ 
sion  of  the  10%  surtax  through  Dec.  31  only, 
letting  it  drop  completely  thereafter.  Most 
Senate  Republicans,  regarding  this  as  an 
overtly  partisan  proposal,  voted  against  it. 
The  Democrats  narrowly  prevailed,  51  to  48. 

Then  Sen.  John  Williams  of  Delaware,  se¬ 
nior  Republican  on  the  Finance  Committee, 
sought  to  give  the  Nixon  Administration  the 
rest  of  what  it  wants:  The  further  extension 
of  the  surtax  at  5%  for  the  first  half  of  1970, 
as  the  House  already  had  voted.  But  with  all 
100  Senators  present  in  a  rare  display  of  per¬ 
fect  attendance,  and  with  voting  largely  fol¬ 
lowing  party  lines,  the  Democrats  defeated 
that  effort,  59  to  41.  Then  the  Senate  passed 
the  bill — extending  the  10%  surtax  through 
Dec.  31  only — by  a  vote  of  70  to  30. 

Not  long  after  the  final  vote,  the  Senate 
adjourned  for  the  day,  leaving  it  to  the  House 
to  decide  how  to  reassemble  these  various 
scraps  of  legislation  in  which  the  two  bodies 
agreed  only  on  the  extension  of  the  10  %  sur¬ 
tax  at  least  through  Dec.  31.  Last  night,  after 
the  House  had  adjourned,  the  Rules  Com¬ 
mittee  met  briefly  and  approved  a  plan  that 
would  bring  the  Senate-passed  bill  to  a  House 
vote  on  Monday  afternoon.  If  the  Senate 
measure  is  approved  there,  as  expected,  the 
surtax  will  be  legal  again. 

Treasury  Secretary  Kennedy,  in  a  state¬ 
ment,  said  the  Senate  vote  “underscores  the 
general  consensus  on  the  importance  of  action 
to  curb  inflation.”  Acknowledging  that  the 
extension  “is  six  months  short  of  the  full  year 
requested  by  the  President,”  he  took  comfort 
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in  remarking  that  “Senate  Democratic  leaders 
gave  assurance  of  early  consideration”  to  the 
House-passed  bill  of  late  June  that  would  ex¬ 
tend  the  surtax  through  next  June  30  at  5% 
and  would  repeal  the  tax  credit  for  invest¬ 
ment. 

(Mr.  BOGGS  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  remarks 
and  to  include  extraneous  matter.) 

Mr.  SMITH  of  California.  Mr.  Speaker, 
I  yield  4  minutes  to  the  gentleman  from 
Iowa  (Mr.  Gross)  . 

(Mr.  GROSS  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  GROSS.  Mr.  Speaker,  on  the  sub¬ 
ject  of  the  constitutional  prerogatives  of 
the  House,  I  remind  you  that  a  year  ago, 
when  the  Senate  took  a  bill  to  continue 
certain  excise  taxes  and  added  to  it  the 
surtax  and  sent  it  back  to  the  House,  I 
then  challenged  the  action  of  the  Senate 
by  arising  to  a  question  of  the  privilege 
of  the  House.  I  did  not  see  many  hearts 
bleeding  at  that  time  in  support  of  my 
contention  that  the  Senate  had  gone  be¬ 
yond  its  constitutional  authority  in  orig¬ 
inating  tax  legislation.  It  is  not  difficult 
to  remember  that  the  resolution  I  offered 
was  tabled  by  some  of  those  who  are  now 
shedding  tears  over  the  treatment  they 
are  getting  from  the  other  body. 

Mr.  Speaker,  in  view  of  the  fact  that 
contradiction  is  ah  accepted  w ay  of  life 
here,  it  is  appropriate  that  this  legisla¬ 
tion  to  continue  the  surtax  be  considered 
today,  coming  as  it  does  hard  upon  the 
heels  of  House  approval  of  the  health, 
education,  and  labor  appropriation  bill 
which  was  ballooned  $2  billion  above  the 
spending  rate  of  last  year. 

This  despite  all  the  fine  talk  on  the 
part  of  some — and  I  said  “some”— Mem¬ 
bers  on  the  Ways  and  Means  and  Appro¬ 
priations  Committees  who  assert  on  one 
day  that  inflation  cannot  be  halted  by 
picking  the  pockets  of  taxpayers  for  ad¬ 
ditional  billions  to  spend,  and  then,  with 
the  greatest  of  ease  they  vote  for  an  ap¬ 
propriation  bill  that  has  been  kited  by  $2 
billion. 

This  is  contradiction  and  worse.  This 
is  pouring  gasoline — not  water — on  the 
flame  of  inflation. 

Virtually  every  spending  bill  that  has 
come  before  the  House  in  this  session  has 
been  increased  over  last  year’s  spending 
rate  and  yet  there  is  the  colossal  gall  to 
continue  to  sock  the  taxpayers.  Instead 
of  fiscal  responsibility  there  is  the  resort 
to  fiscal  quackery.  Why  not  spending  re¬ 
form?  Or  is  it  proposed  to  continue  kid¬ 
ding  the  public? 

In  a  related  area,  our  common-use 
currency  has  been  debased  and  de¬ 
bauched.  A  few  days  ago,  the  U.S.  Gov¬ 
ernment  joined  with  Europe’s  interna¬ 
tional  bankers  to  perpetrate  a  further  de¬ 
bauchery — the  issuance  of  paper  gold. 
Time  was  when  civilized  nations  settled 
their  debts  in  dollars,  pounds,  and  gold 
metal. 

Henceforth  all  that  will  be  necessary 
will  be  to  oil  up  the  printing  presses,  put 
some  gold  colored  ink  in  the  ink  wells 
on  the  printing  presses,  feed  in  the  paper 
and  presto — there  is  the  money — paper 
gold,  billions  of  it. 

Mr.  Speaker,  until  there  is  a  clear 
demonstration — and  I  do  mean  a  clear 


demonstration — that  the  revenues  from 
the  surtax  are  not  going  to  be  hauled  to 
Washington  merely  to  provide  for  more 
spending,  more  debt,  and  deficit,  I  cannot 
and  will  not  vote  to  continue  the  surtax. 

Mr.  COLMER.  Mr.  Speaker,  I  yield  3 
minutes  to  the  gentleman  from  Cali¬ 
fornia  (Mr.  Sisk)  ,  a  member  of  the  Rules 
Committee. 

Mr.  SISK.  Mr.  Speaker,  I  rise  in  sup¬ 
port  of  this  resolution. 

I  join  with  my  distinguished  friend  the 
chairman  of  the  Committee  on  Rules  in 
deploring  the  procedures  we  are  faced 
with  today.  It  would  be  my  hope  that 
there  might  be  some  method  found, 
either  through  legislative  reorganization 
or  some  other  approach,  to  avoid  this  all- 
too-frequent  procedure  whereby  non- 
germane  subject  matter  is  added  in  the 
other  body. 

I  think  that  the  increasing  frequency 
of  this  procedure  is  really  becoming  of 
great  concern  to  most  Members  of  this 
House.  So,  Mr.  Speaker,  I  wish  to  raise 
my  voice,  along  with  that  of  the  gentle¬ 
man  from  Mississippi  and  others,  in  the 
hope  that  we*  might  be  able  to  develop 
some  way  to  avoid  this  kind  of  procedure 
in  the  future. 

Let  me  say  that  it  would  be  my  hope 
the  House  will  proceed  to  pass  this  reso¬ 
lution  today,  since  it  is  authorizing  a  6 
months’  continuation  of  the  surtax  in  the 
first  place,  and  certainly  it  is  my  hope 
that  we  will  proceed  later  this  week  to 
pass  a  good  and  meaningful  tax  reform 
bill  and  see  if  we  cannot  bring  about  a 
more  equitable  distribution  of  our  tax 
load. 

(Mr.  SISK  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  COLMER.  Mr.  Speaker,  I  yield  2 
minutes  to  the  gentleman  from  Louisi¬ 
ana  (Mr.  Waggonner)  . 

(Mr.  WAGGONNER  asked  and  was 
given  permission  to  revise  and  extend  his 
remarks.) 

Mr.  WAGGONNER.  Mr.  Speaker,  a 
few  moments  ago  my  colleague  from 
Louisiana  (Mr.  Boggs)  spoke  at  some 
length  and  even  then  briefly  about  the 
so-called  tax  reform  bill,  H.R.  13270, 
which  was  introduced  by  the  House  Com¬ 
mittee  on  Ways  and  Means  Friday  last. 
I  hold  here  in  my  hand  a  copy  of  that 
proposal.  I  cannot  help  but  note  that  this 
bill  as  printed  contains  368  pages.  Mr. 
Speaker,  no  Member  of  this  House  saw  a 
full  and  complete  copy,  except  that  which 
was  carried  in  the  Congressional  Record 
Friday,  until  today.  As  yet  the  only  part 
of  the  report  on  this  Tax  Reform  Act 
of  1969  is  part  I  and  it  is  226  pages  long. 
I  understand  that  there  are  other  parts 
to  follow.  How  many  I  do  not  know,  but 
probably  only  one  other. 

Mr.  BOGGS.  Mr.  Speaker,  will  the 
gentleman  yield  to  me? 

Mr.  WAGGONNER.  In  just  a  moment. 

I  do  not  consider  myself  to  be  stupid 
or  a  brain,  either.  The  House  Committee 
on  Ways  and  Means  has  been  giving  con¬ 
sideration  to  tax  reform  in  one  form  or 
another  for  a  period  of  years,  not  just 
since  February  of  this  year.  I  do  not 
believe,  in  all  seriousness,  that  the  Mem¬ 
bers  of  this  House  can  give  the  considera¬ 
tion  to  this  legislation  that  it  is  due  and 


then  cast  an  intelligent  vote  and  know 
how  this  affects  them  and  the  people  of 
this  country  at  the  time  that  we  are 
going  to  be  called  on  to  vote,  Thursday 
night.  This  is  considered  to  be  the  most 
extensive  tax  reform  bill  in  history.  I 
simply  believe  this  House  needs  more 
time  to  see  what  this  bill  does. 

I  have  made  a  supreme  effort  to  learn 
what  has  been  going  on  in  the  committee 
hearings  and  I  have  read  every  account 
which  has  been  published,  but  as  to  the 
actual  consequences  of  this  legislation, 
there  is  little  I  know  and  little  anyone  not 
a  member  of  the  Ways  and  Means  Com¬ 
mittee  knows. 

I  want  to  know  what  I  am  voting  for  or 
against.  I  want  to  know  how  this  legisla¬ 
tion  will  affect  every  man,  every  busi¬ 
nessman,  every  housewife.  This  bill 
covers  27  areas  of  taxation  and  is,  in  my 
studied  opinion,  the  most  complex  piece 
of  legislation  that  has  come  before  the 
House  in  several  decades.  I  beg  the  House 
to  give  us  time  to  study  this  bill  and  its 
report.  So  far,  we  have  been  handed  594 
pages  of  legislation  and  report,  with  even 
more  to  come.  How  can  we  possibly  vote 
intelligently  on  this  complicated  measure 
on  such  short  notice?  Frankly,  I  believe 
the  only  reason  we  are  being  asked  to 
rush  this  bill  through  is  because  there  is 
serious  doubt  it  would  pass  if  we  knew 
what  was  in  it. 

I  am  not  interested  in  the  snap  judg¬ 
ment  of  some  newsman  who  has  prob¬ 
ably  had  less  contact  with  this  legislation 
than  I  have  had.  I  need  time — we  all  need 
time — to  study  the  details  and  the  rami¬ 
fications  of  this  bill  before  we  vote  it  up 
or  down.  I  urge  the  leadership  to  give  us 
that  time. 

Mr.  BOGGS.  Will  my  distinguished 
colleague  yield  to  me? 

Mr.  WAGGONNER.  I  am  happy  to 
yield  to  the  gentleman. 

Mr.  BOGGS.  I  never  like  to  suggest 
outside  sources  to  the  gentleman,  but  I 
would  suggest  that  he  read  the  follow¬ 
ing:  The  New  York  Times  of  yesterday 
has  a  complete  resume  of  all  the  reforms. 
The  Wall  Street  Journal  of  this  morning 
has  a  complete  resume,  and  the  Congres¬ 
sional  Quarterly  has  a  complete  resume. 

Mr.  SYMINGTON.  Mr.  Speaker,  I  rise 
in  support  of  the  surtax  for  the  remain¬ 
ing  months  of  this  year.  Only  a  few 
weeks  ago  there  was  little  prospect  that 
broad  tax  reform,  and  some  tax  relief, 
would  be  forthcoming.  Opposition  to  the 
surtax  at  that  time  effectively  registered 
this  concern,  and  reform  legislation  will 
now  be  considered  at  an  early  date:  this 
week  in  the  House,  and  shortly  thereaf¬ 
ter  in  the  Senate.  Today  I  will  vote  in 
favor  of  the  6-month  extension  to  fight 
inflation.  By  combining  it  with  reform 
and  relief  we  can  maintain  the  confi¬ 
dence  of  the  taxpaying  public,  as  well  as 
the  economists:  we  insure  that  our  re¬ 
sponsibility  to  the  economy  is  matched 
by  our  responsibility  to  the  middle- 
income  taxpayer. 

Mr.  HORTON.  Mr.  Speaker,  the  ques¬ 
tion  before  us  is  whether  to  approve  the 
temporary,  6-month  extension  of  the  in¬ 
come  tax  surcharge  which  the  Senate 
approved  last  week. 

At  the  end  of  June,  I  opposed  the  full- 
year  extension  of  the  surtax  because  I 
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felt  that  it  would,  without  needed  tax 
reforms,  intensify  tax  inequities  for 
middle-income  Americans.  During  de¬ 
bate  on  the  full-year  extension,  I  stated 
that  I  would  favor  temporary  extension 
of  surcharge  withholding  rates  for  a  few 
months — as  many  as  it  would  require 
Congress  to  enact  tax  reforms  with 
deliberate  speed. 

The  disturbing  fact  about  extending 
the  surcharge  is  that  it  is  applied  to  the 
present  inequitable  tax  base.  A  month 
ago,  there  was  little  or  no  prospect  that 
the  tax  structure  would  be  improved 
even  in  calendar  year  1970.  All  we  had  to 
go  on  was  talk  about  tax  reform.  Some 
members  of  the  Ways  and  Means  Com¬ 
mittee  indicated  that  they  did  not  ex¬ 
pect  action  on  reforms  until  the  second 
session  of  this  Congress.  Further,  I  felt 
that  if  the  1-year  extension  of  this  surtax 
were  adopted,  it  would  have  removed 
pressure*  for  prompt  action  on  reforms. 

Several  legislative  developments  have 
taken  place  in  the  past  month.  First,  and 
most  important,  the  Ways  and  Means 
Committee,  after  months  of  concentrated 
deliberation,  has  reported  to  the  House, 
a  368-page  bill  containing  many  mean¬ 
ingful  reform  provisions.  That  bill,  H.R. 
13270,  is  scheduled  for  debate  and  voting 
at  the  end  of  this  week.  Second,  the  Sen¬ 
ate  leadership  has  placed  a  priority  on 
tax  reform  by  refusing  to  enact  the  full- 
year  surcharge  extension  as  passed  by 
the  House.  Senator  Mansfield  has  indi¬ 
cated,  however,  that  Senate  consideration 
and  debate  of  a  tax  reform  bill  would 
carry  into  late  October  of  this  year. 

I  concur  in  the  administration’s  view 
that  the  Federal  budget  must  be  balanced 
and  inflation  curbed.  I  agree  that  the 
surcharge,  while  it  is  far  from  the  only 
tool  that  is  needed,  is  one  weapon  needed 
to  assure  a  balanced  budget.  I  believe 
that  those  of  us  who  have  placed  a  higher 
priority  on  reform  than  on  the  surcharge 
have  won  a  very  significant  victory. 

It  is  clear  that  there  will  be  no  full 
year  extension  of  the  surcharge  until  and 
unless  we  have  action  on  a  tax  reform 
bill.  The  final  6-month  extension,  from 
January  1  to  June  30,  1970,  is  attached 
to  the  reform  bill  itself.  Further,  it  ap¬ 
pears  that  it  will  take  almost  a  6-month 
temporary  extension  to  continue  the  sur¬ 
tax  during  congressional  deliberation  on 
the  tax  reform  bill.  If  the  Senate  major¬ 
ity  leader’s  estimate  is  correct,  it  may  be 
November  before  the  President  has  a 
reform  bill  for  signature. 

I  feel  that  the  very  close  vote  on  the 
full-year  surtax  extension  in  the  House, 
and  the  opposition  to  the  extension  in  the 
Senate  have  precipitated  significant  ac¬ 
tion  on  essential  tax  reforms.  We  have 
some  further  assurance  of  success  in  en¬ 
acting  reforms  because  if  this  year  closes 
without  the  enactment  of  a  reform  bill, 
it  will  also  see  the  end  of  the  surtax. 

Therefore,  I  feel  I  can  support  an  ex¬ 
tension  of  the  surcharge  until  December 
31,  with  some  assurance  that  meaningful 
tax  reforms  will  be  on  the  books  before 
the  year’s  end. 

Mr.  REID  of  New  York.  Mr.  Speaker, 
when  this  House  voted  for  a  12-month 
extension  of  the  surtax  on  June  30,  I 
said: 

I  feel  most  strongly  that  before  final  en¬ 
actment  of  this  legislation,  there  must  be 


major  tax  reform,  fair  to  all  and.  to  relieve 
the  hard-pressed  middle-income  family,  and 
I  will  oppose  final  enactment  of  the  surtax 
unless  tax  reform  is  also  passed. 

For  this  reason,  Mr.  Speaker,  I  feel 
constrained  to  vote  against  the  6 -month 
extension  of  the  surtax  today.  I  do  not 
feel  that  there  is  sufficient  assurance 
that  we  are  going  to  get  tax  reform  that 
will  result  in  meaningful  relief  for 
middle-income  families  nor  action  to 
close  serious,  inequitable  loopholes.  I 
feel  that  I  would  be  breaking  faith  with 
my  constituents  if  I  supported  a  final 
surtax  extension  before  such  reform  is 
assured. 

The  distinguished  gentleman  from 
Arkansas  (Mr.  Mills)  and  his  colleagues 
on  the  Ways  and  Means  Committee  have 
reported  out  a  tax  reform  bill  which 
we  will  take  up  later  this  week  and  which 
contains  improvements  that  have  been 
long  overdue.  Yet  I  do  not  think  that  the 
small  downward  revision  in  the  rate 
structure  and  the  phased  increase  in  the 
standard  deduction  will  really  make  a 
significant  difference  to  the  middle-in¬ 
come  family  with  a  mortgage,  medical 
bills,  school  taxes,  and  children  to  send 
to  college.  A  minimum  tax  on  the 
wealthy  and  restrictions  on  the  tax  pre¬ 
ferences  they  now  enjoy  provides  sym¬ 
bolic  relief  to  middle-income  families, 
but  actually  does  little  to  lower  their  tax 
payments. 

While  there  appears  to  be  agreement 
to  report  a  tax  reform  bill  to  the  Senate 
floor  by  October  31,  it  is  far  from  clear 
that  the  Senate  will  act  firmly  to  close 
several  blatant  loopholes,  such  as  the 
oil-depletion  allowance. 

Indeed,  the  bill  reported  out  of  the 
Ways  and  Means  Committee  could  be 
stronger  on  this  and  other  sensitive  is¬ 
sues,  and  the  measure  before  us  today 
has  been  stripped  of  tax  relief  for  the 
poor  and  repeal  of  the  7-percent  invest¬ 
ment  tax  credit — although  both  provis¬ 
ions  have  been  included  in  the  omnibus 
reform  bill. 

Thus,  as  the  New  York  Times  com¬ 
mented  this  morning: 

The  unanswered  question  is  whether  the 
impulse  for  reform  will  be  seriously  blunted 
now  that  the  surtax  is  no  longer  being  held 
hostage  by  the  liberal  forces.  .  .  .  With  an 
agreement  on  the  surtax,  there  is  now  sure  to 
be  more  backsliding  in  the  face  of  pressure 
from  the  special  interest  lobbies. 

There  is  much  talk  these  days  about 
what  Americans  in  the  heartland  really 
want.  I  think  that  many  Americans,  in 
whatever  section  of  the  country  they  re¬ 
side,  want  relief  from  an  intolerable  and 
unfair  tax  burden.  I  am  not  satisfied  that 
that  relief  is  assured,  and,  while  there 
are  sound  fiscal  and  monetary  reasons 
for  extending  the  surtax,  I  cannot  in 
good  conscience  vote  for  an  additional 
tax  burden  on  American  wage  earners  at 
this  time. 

There  are,  to  be  sure,  dangers  in  not 
enacting  the  surtax  extension;  but 
equally,  there  are  dangers  in  not  enact¬ 
ing  major  and  meaningful  tax  reforms. 
The  administration  has  had  a  number  of 
months  to  work  out  a  comprehensive  and 
equitable  plan  with  business,  labor,  and 
the  financial  community  regarding  the 
economy,  including  tax  reform;  continu¬ 
ing  incentives  for  our  competitive  free 
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enterprise  system;  spending  controls  on 
farm  subsidies  and  the  military-indus¬ 
trial  complex;  curbs  on  interest  rates, 
provisions  for  dealing  with  the  balance 
of  payments,  trade  deficits,  special  draw¬ 
ing  rights,  and  international  liquidity; 
and  other  elements.  I  have  indicated  my 
willingness  to  vote  for  the  surtax  as  an 
essential  item  in  this  picture  to  help  con¬ 
trol  inflation,  but  not  as  the  only  item 
that  is  going  to  be  acted  on  this  year. 

The  "surtax  will  not  provide  relief 
alone;  nor  will  it  alone  control  skyrocket¬ 
ing  consumer  prices.  In  short,  there  has 
just  not  been  a  timely  and  comprehensive 
approach  to  the  problems  of  the  econ¬ 
omy,  and  I  think  it  would  be  a  disservice 
to  the  Nation  to  vote  for  the  surtax  when 
progress  on  other  related  economic  ques¬ 
tions  is  far  from  assured. 

Mr.  BINGHAM.  Mr.  Speaker,  although 
it  now  appears  that  the  House  will  have 
an  opportunity  to  vote  on  a  tax  reform 
measure  this  week,  it  is  not  at  all  clear 
whether  the  Senate  will  act  on  it  at  this 
session  or  what  kind  of  bill  the  Senate 
will  pass  if  it  does  consider  tax  reform. 

It  has  been  my  consistent  position  that 
the  10-percent  surcharge  should  not  be 
extended  without  accompanying  tax  re¬ 
forms  which  will  give  relief  to  low-  and 
middle-income  taxpayers  and  will  at  the 
same  time  close  some  of  the  loopholes 
that  now  enable  many  wealthy  taxpayers 
to  pay  little  or  no  income  tax. 

The  fact  that  the  Ways  and  Means 
Committee  was  able  to  report  out  a  re¬ 
form  bill  with  considerable  speed  con¬ 
firms  my  judgment  that  it  is  entirely 
feasible  to  enact  tax  reform  and  the  sur¬ 
charge  extension  in  one  package. 

Since  the  bill  before  us  leaves  the  ques¬ 
tion  of  tax  reforms  unsettled  and  since 
a  package  bill  would  be  feasible,  I  shall 
vote  “no.” 

Mr.  VANIK.  Mr.  Speaker,  today  I  will 
vote  against  the  extension  of  the  sur¬ 
tax.  It  has  utterly  failed  in  its  promise 
to  control  inflation.  On  the  contrary, 
it  has  served  to  fuel  the  fires  of  infla¬ 
tion. 

It  is  said  that  the  surtax  is  essential 
to  hold  down  inflation.  Well,  it  has  not 
done  very  much  in  the  past  year.  Prices 
have  been  moving  upward  ever  since. 
None  of  our  very  expensive  economic  ad¬ 
visers  have  been  able  to  claim  that  our 
current  inflationary  thrust  is  consumer- 
oriented.  The  average  taxpayer,  the  con¬ 
sumer,  has  not  overindulged.  We  are  not 
in  short  supply  of  anything  but  money. 

When  we  passed  the  surtax,  it  served 
to  raise  the  price  of  everything.  It  be¬ 
came  an  add-on  price.  The  manufacturer 
added  on  the  surtax,  labor  added  the 
surtax,  the  distributor  added  the  sur¬ 
tax,  and  the  merchant  added  the  sur¬ 
tax.  The  extension  of  the  surtax  will  con¬ 
tinue  to  “heat  up”  the  inflationary  spiral. 
Not  all  of  the  increases  have  yet  been 
made.  There  is  more  to  come.  A  final 
round  of  utility  price  increases  is  still 
in  the  works.  The  utilities  need  the  sur¬ 
tax  to  maintain  their  claim  for  higher 
rates. 

When  Congress  passed  out  the  sur¬ 
tax,  we  rolled  up  the  prices  of  every¬ 
thing.  The  Federal  Government  can  roll 
back  prices  by  rolling  back  taxes  which 
are  a  part  of  the  price  of  everything  we 
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buy.  We  can  lead  the  way  by  collecting 
less  and  spending  less. 

The  President  would  like  the  sur¬ 
tax — and  I  do  not  blame  him  for  chang¬ 
ing  his  mind.  By  Treasury’s  own  admis¬ 
sion  last  May,  the  extension  of  the  10- 
percent  surtax  to  December  31,  1969, 
and  the  repeal  of  the  investment  credit 
and  the  continuation  of  the  excise  tax 
on  motor  vehicles  and  telephone  service 
would  produce  a  unified  budget  surplus 
of  $4.3  billion.  In  view  of  the  “surprise” 
1969  surplus  of  $3.2  billion,  there  is  every 
reason  to  believe  that  the  1970  surplus 
with  a  December  31,  1969,  termination  of 
the  surtax  would  substantially  exceed 
$5  billion. 

Mr.  RANDALL.  Mr.  Speaker,  today  as 
we  come  to  another  chapter  in  the  ex¬ 
tension  of  the  income  tax  surcharge  un¬ 
til  December  31,  1969,  we  are  engaging  in 
what  must  be  for  the  thoughtful  by¬ 
stander  a  mystifying  and  occult  exercise. 

If  a  visitor  were  to  ask  what  was  be¬ 
ing  considered  by  the  House  he  would  be 
told  it  was  “H.  Res.  509,”  which  is  an 
abbreviation  for  House  Resolution  509. 
He  would  be  told  that  the  House  was 
really  considering  the  extension  of  the 
surtax.  Our  curious  visitor  would  then 
ask  and  would  receive  a  copy  of  the  res¬ 
olution  and  the  report  to  accompany 
House  Resolution  509. 

Try  as  he  would,  our  hypothetical  ob¬ 
server  would  look  in  vain  to  find  any 
reference  in  House  Resolution  509  to  a 
surtax.  He  would  find  instead  that  it 
provided  for  the  adoption  of  H.R.  9551, 
which  had  to  do  with  the  collection  of 
the  Federal  unemployment  tax.  He  would 
ascertain  the  resolution  contained 
exactly  12  lines  on  the  first  page  and  2 
lines  on  the  second.  Near  the  foot  of 
page  1,  at  line  11,  House  Resolution  509 
contained  the  words  “and  for  other  pur¬ 
poses,  with  the  Senate  amendment  there¬ 
to,  be,  and  the  same  is  hereby  taken 
from  the  Speaker’s  table  to  the  end  that 
the  Senate  amendment  be  and  the  same 
is  hereby  agreed  to.” 

Then  at  this  point,  even  a  student  of 
government  who  had  studied  something 
about  how  our  laws  are  made  would  ask 
to  see  a  copy  of  the  report  to  accompany 
House  Resolution  509,  to  try  find  out 
what  the  House  was  agreeing  to,  our  stu¬ 
dent  would  think,  as  he  had  been  taught, 
that  if  there  were  some  wording  in  the 
resolution  which  was  not  plain  or  clear, 
the  best  thing  to  do  would  be  to  read 
the  report  which  would  surely  explain 
the  purposes,  the  objectives,  and  all  de¬ 
tails  about  the  measure  under  considera¬ 
tion. 

Bear  in  mind  our  hypothetical  visi¬ 
tor  has  been  told  that  the  House  was 
considering  an  extension  of  the  income 
surtax  until  December  31,  1969.  When  he 
finally,  obtains  a  copy  of  the  report  it  is 
headed  “Providing  for  Agreeing  to  the 
Senate  Amendments  to  the  Bill  H.R. 
9551,”  which  he  finds  has  to  do  with 
unemployment-compensation  insurance 
and  which  contains  exactly  three  lines 
as  follows: 

The  Committee  on  Rules,  having  had  un¬ 
der  consideration  House  Resolution  509,  re¬ 
ports  the  same  to  the  House  with  the  rec¬ 
ommendation  that  the  Resolution  do  pass. 


Mr.  Speaker,  to  suggest  that  we  ex¬ 
tend  the  surtax  in  this  manner,  is  puz- 
zeling,  is  a  masterpiece  of  understate¬ 
ment.  It  would  seem  that  we  are  trying 
to  involve  ourselves  in  some  kind  of  par¬ 
liamentary  mystery  by  which  we  delib¬ 
erately  set  out  to  make  the  situation 
exceedingly  difficult  to  understand.  Could 
it  be  that  we  are  trying  to  be  occult?  As 
I  understand  it,  the  definition  of  occult 
is  something  hidden  from  sight.  I  submit 
that  House  Resolution  509  and  the  report 
which  accompanies  it  completely  hides 
from  sight  any  mention  of  the  exten¬ 
sion  of  the  income  tax  surcharge.  It  is 
little  wonder  why  one  visitor  today  was 
heard  to  observe  after  reading  both  of 
these  documents  which  were  supposed 
to  provide  for  the  extension  of  the  in¬ 
come  tax  surcharge : 

This  is  beyond  the  scope  of  my  under¬ 
standing.  It  is  a  strange  way  to  legislate. 

Mr.  Speaker,  without  the  time  to  ex¬ 
plain  to  every  visitor  how  we  run  our 
legislative  railroad,  House  Resolution  509 
should  be  defeated  and  the  surtax  should 
be  ended.  The  surtax  was  sold  to  a  reluc¬ 
tant  Congress  as  the  only  effective  way 
to  halt  inflation.  The  fact  of  the  matter 
is,  it  has  not  even  made  a  dent  in  infla¬ 
tion. 

As  we  continue  today  the  surtax  in  its 
full  amount,  we  are  in  reality  adding 
another  tax  increase.  The  reason  is  that 
the  1968  portion  of  the  surtax  amounted 
to  only  a  7% -percent  tax  on  a  tax  be¬ 
cause  it  was  only  for  three-quarters  of  a 
year,  beginning  on  Apil  1,  1968.  Extend¬ 
ing  it  to  cover  the  entire  year  of  1969  in 
essence  amounts  to  a  tax  increase. 

I  was  surprised  at  the  comment  by  a 
well-known  Washington  newsletter,  cir¬ 
culated  privately  to  businessmen,  which 
recently  suggested  that  Congress  had 
engaged  in  a  display  of  irresponsibility 
because  it  had  not  passed  the  surtax  for 
the  full  amount  until  mid-1970.  Well, 
that  is  just  one  editor’s  view.  In  our 
country  today  there  are  an  unlimited 
number  of  self-styled  professional  econ¬ 
omists.  In  reality  most  of  these  persons 
are  impractical,  theoretical  economists, 
lacking  in  practical  economics  and  in¬ 
experienced  in  actual  business  manage¬ 
ment. 

These  are  the  theorists  who  have  just 
finished  telling  us  that  the  surtax  is  now 
beginning  to  take  hold  and  that  the 
economy  is  cooling  off.  The  true  facts 
are  that  there  is  abundant  evidence 
to  the  contrary.  Consumer  installment 
credit  rose  by  $795  million  in  June  of 
1969,  after  having  risen  by  $846  million 
in  May  of  1969.  The  point  should  be 
emphasized  that  the  June  1969  increase 
was  $79  million  greater  than  the  con¬ 
sumer  credit  increase  for  June  1968,  one 
year  earlier.  Does  that  show  that  the 
economy  is  cooling  off? 

Instead,  the  surtax  may  be  adding  fuel 
to  the  fires  of  inflation.  There  is  no 
doubt  but  that  there  has  been  some  con¬ 
sumer  income  has  been  going  to  pay 
the  10-percent  surtax.  Yet  consumer 
purchases  have  not  been  cooled.  This 
would  indicate  that,  instead  of  consum¬ 
ers  having  the  cash  to  pay  for  these  pur¬ 
chases,  they  are  today  actually  borrow¬ 


ing  the  money  to  make  the  purchases  at 
9  percent  or  more. 

It  would  seem  that  a  strong  case  could 
be  made  that  the  real  issue  over  the  sur¬ 
tax  extension  is  not  control  of  infla¬ 
tion,  as  is  so  frequently  argued,  but  what 
is  really  involved  is  the  level  of  Federal 
spending.  If  Congress  continues  to  spend 
whatever  the  tax  system  will  raise,  then 
a  vote  for  the  surtax  is  a  vote  to  continue 
to  increase  the  fraction  of  our  resources 
which  will  be  used  by  the  Federal  Gov¬ 
ernment.  Inflation  in  the  private  sector 
may  come  under  some  small  control,  but 
the  real  inflation  is  in  Government 
spending.  To  continue  to  ask  consumers 
to  cut  back  spending  and  enacting  a  sur¬ 
tax  to  enforce  that  request  means  to 
provide  the  way  for  the  Government  to 
spend  more  than  can  be  accommodated 
by  previous  revenue  yields.  As  I  pointed 
out,  from  the  huge  increase  in  consumer 
installment  credit,  it  is  the  consumer 
that  is  paying  the  surtax — but  is  doing  it 
by  borrowing  the  money  at  9  percent  or 
more. 

Mr.  SMITH  of  California.  Mr.  Speaker, 
I  yield  3  minutes  to  the  distinguished 
minority  leader,  the  gentleman  from 
Michigan  (Mr.  Gerald  R.  Ford)  . 

(Mr.  GERALD  R.  FORD  asked  and 
was  given  permission  to  revise  and  ex¬ 
tend  his  remarks.) 

Mr.  GERALD  R.  FORD.  Mr.  Speaker! 
on  June  30  of  this  year,  by  a  close  vote  of 
210  to  205,  the  basic  bill  involving  the 
surtax  extension  and  phaseout  and  other 
provisions  passed  this  body.  Let  me  say 
at  the  outset  that  I  pass  no  judgment  on 
anyone’s  vote  at  any  time,  but  it  seems 
to  me  that  at  this  final  stage,  where  we 
are  considering  a  portion  of  that  bill.  I 
would  hope  that  each  and  every  one  of 
the  210  who  are  here  today  who  voted  for 
it  June  30  would  maintain  their  position. 
And,  I  would  like  to  urge  that  at  least 
some  of  those  who  voted  in  opposition — 
the  205 — to  reconsider  and  on  this  occa¬ 
sion  vote  for  this  extension. 

Basically,  on  June  30,  those  who  op¬ 
posed  were  in  three  categories:  those  who 
traditionally  in  this  body  on  both  sides 
of  the  aisle  who  have  voted  to  a  greater 
extent  than  most  of  us  against  appro¬ 
priations  felt  that  since  they  were  not 
responsible  for  the  increases  in  expendi¬ 
tures,  had  no  compulsion  to  vote  for  the 
extension  and  phasing  out  of  the  surtax 
legislation. 

Then  there  were  some  who  voted 
against  it,  and  I  really  was  never  quite 
clear  as  to  why,  but  at  least  they  voted 
against  it  and  contributed  to  the  narrow 
margin  of  victory  by  which  it  was  passed. 

Then  there  was,  I  gather,  a  very  sub¬ 
stantial  number  among  the  205  who  in 
good  conscience  questioned  whether  there 
would  be  tax  reform  legislation  before 
this  body  this  year,  or  in  the  near  future. 

Well,  let  me  say  this,  taking  the  last 
first.  We  have  a  tax  reform  bill  here — 368 
pages — it  is  bona  fide,  it  is  legitimate 
good  tax  reform  legislation  and  I  intend 
to  support  it.  I  think  we  ought  to  pass  it. 
It  will  be  before  us  on  Wednesday  and 
Thursday  of  this  week. 

So,  the  action  of  the  Committee  on 
Ways  and  Means  should  have  dispelled 
beyond  any  doubt  those  who  questioned 
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the  fact  as  to  whether  there  would  be  tax 
reform  legislation  pending  before  this 
body  to  consider  and  approve.  So,  those 
who  had  that  reservation  on  June  30 
ought  to  join  us  who  voted  for  the  surtax 
legislation. 

Then,  those  who  fell  into  that  cate¬ 
gory  of  voting  against  the  surtax  by 
having  some  questions,  perhaps,  about 
expenditures.  These,  who  have  consist¬ 
ently  voted  against  appropriations,  can 
rationalize  support  today  by  endorsing 
the  views  of  economists  and  financial 
experts  who  say  this  surtax  extension  is 
badly  needed  to  save  the  economy  from 
the  brink.  They  ought  to  be  persuaded  at 
this  late  date  that  it  would  be  cata¬ 
strophic  for  us  to  turn  it  down. 

The  SPEAKER  pro  tempore.  (Mr. 
Flynt)  .  The  time  of  the  gentleman 
from  Michigan  has  expired. 

Mr.  SMITH  of  California.  Mr.  Speaker, 
I  yield  the  gentleman  1  additional 
minute. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Michigan  is  recognized 
for  1  additional  minute. 

Mr.  GERALD  R.  FORD.  And,  then 
there  are  those  who  voted  against  the 
tax  bill  on  June  30  for  reasons  which 
in  their  mind  might  be  good,  who  yet 
voted  for  example  last  week  to  add  $1 
billion  in  expenditures  to  the  fiscal  year 
1970  budget.  However,  I  think  they 
really  ought  to  step  up  and  bite  the 
bullet.  After  all,  if  they  are  going  to  add 
$1  billion  to  expenditures,  they  ought 
to  be  willing  to  help  finance  the  extra 
cost  of  those  vast  expenditures. 

For  those  reasons,  Mr.  Speaker,  I 
strongly  hope  that  we  have  a  substan¬ 
tial  vote  for  this  legislation  today. 

Mr.  SMITH,  of  California.  Mr.  Speak¬ 
er,  I  yield  4  minutes  to  the  gentleman 
from  Wisconsin  (Mr.  Byrnes)  . 

(Mr.  BYRNES  of  Wisconsin  asked 
and  was  given  permission  to  revise  and 
extend  his  remarks.) 

Mr.  BYRNES  of  Wisconsin.  Mr. 
Speaker,  as  has  been  pointed  out,  we 
passed  a  bill  to  extend  the  surtax  on 
June  30.  In  that  bill,  the  surtax  would  be 
extended  for  the  last  6  months  of  this 
year  at  a  10-percent  rate,  which  amend¬ 
ment  is  now  before  us.  That  bill  also 
contained  other  items. 

Certainly  there  is  much,  it  seems  to  me, 
that  needs  to  be  criticized  in  the  way  the 
other  body  has  treated  a  most  significant 
and  most  important  piece  of  legislation 
sent  to  it  by  this  body.  The  procedure  of 
adding  just  one  part  of  that  legislation, 
taking  one  facet  of  that  legislation  and 
adding  it  to  the  unemployment  compen¬ 
sation  bill  which  we  sent  to  the  other 
body,  leaves  much  to  be  desired.  I  do  not 
believe,  however,  that  there  is  anything 
to  be  gained  at  this  time  by  rejecting  that 
action. 

I  think  we  also  have  to  recognize  that 
if  the  business  of  this  country  is  to  pro¬ 
ceed,  then  there  must  be  comity  between 
the  two  bodies.  But  I  think  it  is  appro¬ 
priate,  Mr.  Speaker,  at  this  time  to  say 
to  the  other  body  that  least  as  far  as 
some  of  us  are  concerned,  our  patience  is 
being  worn  rather  thin  with  this  failure 
on  the  part  of  the  other  body  to  recognize 
that  this  House  has  some  rights. 


Mr.  Speaker,  at  the  time  this  bill  was 
before  us  in  June  many  Members  con¬ 
tended  that  they  could  not  support  a  con¬ 
tinuation  of  the  surtax  until  there  was 
tax  reform.  While  I  am  not  going  to  go 
into  details  at  this  time — and  I  do  not 
believe  that  this  is  the  appropriate  time 
to  discuss  the  reform  package  that  was 
reported  from  the  Committee  on  Ways 
and  Means  last  week,  and  which  will  be 
before  this  House  for  consideration  on 
Wednesday  and  Thursday  of  this  week — 
I  do  think  it  must  be  said  to  those  Mem¬ 
bers  that  you  now  have  no  excuse  for 
voting  against  this  limited  continuation 
of  the  surtax  on  the  basis  that  it  has  to 
be  held  hostage  in  order  to  obtain  reform 
legislation.  That  reform  legislation  is  be¬ 
fore  the  House. 

I  think  the  committee,  in  reporting  out 
the  legislation,  has  confounded  some  of 
the  skeptics  who  said  it  could  not  be 
done.  Yet  they  have  proved  that  it  can 
be  done. 

I  think  we  have  reported  a  very  sub¬ 
stantial  and  meaningful  bill  to  the 
House  in  a  most  difficult  and  a  most 
complicated  matter.  I  think  the  House, 
when  it  goes  into  details  next  Wednes¬ 
day  and  Thursday,  will  give  it  an  over¬ 
whelming  vote  of  support. 

But,  Mr.  Speaker,  in  spite  of  the  de¬ 
lays,  in  spite  of  the  procedures  that  can 
be  criticized,  it  is  time  that  we  act — and 
act  positively — on  this'  most  important 
item  that  is  an  inherent  ingredient  to 
fighting  the  war  against  inflation. 

The  SPEAKER  pro  tempore.  The  time 
of  the  gentleman  from  Wisconsin  has 
expired. 

Mr.  SMITH  of  California.  Mr.  Chair¬ 
man,  I  yield  1  additional  minute  to  the 
gentleman  from  Wisconsin. 

Mr.  BYRNES  of  Wisconsin.  Mr.  Speak¬ 
er,  I  thank  the  gentleman  for  yielding  me 
the  additional  minute. 

Mr.  Speaker,  I  think  some  damage  has 
already  been  done  in  our  fight  against 
inflation  by  the  delays  that  have  taken 
place,  the  psychological  adverse  effects 
of  questioning  “has  Congress  got  the 
guts  to  do  the  things  that  are  essential 
in  this  battle  against  inflation?” 

There  has  been  a  wondering  about  our 
capability  in  that  regard  as  a  result  of 
this  delay.  So  let  us  today  put  an  end 
to  that  speculation  and  show  that  cer¬ 
tainly  we,  as  Congressmen,  have  the  for¬ 
titude  to  stand  up  and  even  do  the  hard 
things  necessary  in  this  battle  against 
inflation  by  passing  this  legislation  over¬ 
whelmingly  today. 

Mr.  COLMER.  Mr.  Speaker,  I  yield  the 
balance  of  my  time  to  the  very  able  gen¬ 
tleman,  the  gentleman  from  Arkansas 
(Mr.  Mills)  ,  chairman  of  the  Commit¬ 
tee  on  Ways  and  Means,  to  close  debate. 

Mr.  MILLS.  Mr.  Speaker,  I  appreciate 
my  friend,  the  gentleman  from  Missis¬ 
sippi,  the  chairman  of  the  Committee  on 
Rules,  yielding  this  time  so  that  I  might 
discuss  the  matter  presently  before  the 
House. 

Mr.  Speaker,  as  the  membership  will 
recall,  on  June  30  last,  the  House  passed 
H.R.  1290,  a  bill  making  available  addi¬ 
tional  revenues  in  the  fiscal  year  1970  of 
slightly  over  $9  billion. 

The  matter  before  the  House  today 
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involves  a  part  of  that  revenue — that 
portion  of  the  bill  which  has  to  do  with 
the  10-percent  surcharge  for  the  last  6 
months  in  the  calendar  year  1969. 

There  is  nothing,  in  my  opinion,  for 
the  House  to  do  except  to  approve  the 
Senate  amendment.  Why  do  I  say  that? 

Mr.  Speaker,  last  year,  in  spite  of  all 
that  was  done  by  the  Congress  to  obtain 
better  control  of  fiscal  policy,  consumer 
prices  rose  from  April  1968  through  May 

1969  by  6.9  percentage  points. 

Mr.  Speaker,  I  am  convinced  in  my 
own  mind  that  if  we  do  not  continue  the 
10 -percent  surcharge  and  pick  up  the 
$5.6  billion  of  revenue  which  is  involved 
in  it  for  the  last  6  months  of  this  year, 
we  may  well  be  faced  with  price  in¬ 
creases  in  the  next  12-month  period  that 
exceed  those  in  the  period  I  have  re¬ 
ferred  to. 

Inflation  is  the  same  as  a  sales  tax  at 
the  Federal  level.  It  is  the  same  as  a  sales 
tax  increasing  to  6.9  percent  during  this 
period. 

Mr.  Speaker,  even  if  the  bill  we  passed 
on  June  30  were  to  be  enacted  without 
change,  the  administrative  budget,  or  the 
Federal  funds  budget,  for  the  fiscal  year 

1970  would  still  have  a  deficit  of  $5.1 
billion. 

If  no  part  of  that  bill  were  to  be  en¬ 
acted — including  this  10  percent  for  6 
months — that  deficit  would  be  $14.3 
billion. 

We  know  that  is  too  much  of  a  deficit 
if  we  are  to  avoid  a  material. increase  in 
prices  for  the  period  ahead.  There  are 
those  who  have  said  that  the  enactment 
of  the  surcharge  legislation  last  year  had 
no  effect.  I  want  to  dispute  that,  and  if 
that  is  the  feeling  of  any  Member  on  the 
floor  of  the  House,  I  hope  I  can  dissuade 
them  from  that  conclusion. 

If  you  will  look  at  the  quarterly  per¬ 
centage  increases  both  in  the  real  gross 
national  product,  and  in  the  GNP  in  cur¬ 
rent  dollars,  you  will  see  that  consist¬ 
ently  in  each  quarter  since  the  second 
quarter  of  1968,  when  the  surcharge  was 
enacted,  the  percentage  rate  of  increase 
in  the  GNP  has  declined.  In  the  second 
quarter  of  1968,  in  terms  of  real  or  con¬ 
stant  dollars  the  increase  was  7.2  per¬ 
cent.  In  each  month  since  that  time  the 
percentage  has  declined  until  it  reached 
the  level  of  2.3  percent  in  the  second 
quarter  of  1969,  the  latest  period  for 
which  we  have  data.  In  terms  of  current 
dollars  the  percentage  was  11.2  percent 
in  the  second  quarter  of  1968  and  7.2  per¬ 
cent  in  the  second  quarter  of  1969. 

A  decline  in  the  rate  of  increase  in  the 
GNP  is  one  of  the  first  and  most  relia¬ 
ble  indicators  of  a  slowing  down  in  the 
economy. 

Let  me  assure  you  that  our  action  last 
year  has  had  some  effect  as  you  can  see 
from  what  I  have  said.  But  if  we  do  not 
continue  the  surcharge  now,  I  believe  we 
will  have  lost  the  advantage  we  have 
already  gained  from  having  the  sur¬ 
charge  in  effect  for  this  past  year.  I  am 
firmly  convinced  that  if  we  do  not  extend 
the  surcharge  now  we  will  have  put  the 
taxpayers  to  the  cost  of  this  additional 
revenue  for  no  purpose  whatsoever.  They 
will  have  lost  all  that  has  been  gained 
as  a  result  of  the  bill’s  enactment. 
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Let  me  emphasize  again  that  the  evi¬ 
dence  indicates  clearly  that  the  surcharge 
has  slowed  down  the  inflationary  push 
but  if  we — just  as  its  effect  is  really  be¬ 
ginning  to  be  felt — do  not  continue  the 
tax,  we  will  have  undone  all  of  this.  Then 
the  only  effect  would  be  that  we  would 
have  cost  the  taxpayers  all  of  these  dol¬ 
lars  for  no  good  purpose  whatsoever.  At 
the  same  time  we  would  then  be  unleash¬ 
ing  the  type  of  inflation  that  existed  in 
April,  May,  and  June  of  1968.  That  is 
something  we  do  not  want  to  have  hap¬ 
pen.  That  we  do  not  want  to  have  as  a 
part  of  the  American  way  of  life. 

Mr.  Speaker,  let  me  turn  now  to  an¬ 
other  point.  I  cannot  see  that  there  is 
any  justifiable  reason  now  for  Members 
who  did  not  see  fit  to  vote  for  the  bill  on 
June  30  turning  it  down.  I  well  under¬ 
stood  the  feeling  on  the  part  of  many 
Members  who  wanted  to  combine  action 
on  the  surcharge  with  tax  reform.  But 
we  have  produced  a  tax-reform  bill.  It  is 
here  now,  ready  for  House  consideration. 
Under  these  circumstances,  I  do  not,  for 
the  life  of  me,  see  how  anyone  who  had 


that  view  could  possibly  have  any  fur¬ 
ther  excuse  for  not  voting  for  the  bill. 
I  cannot  see  how  anyone  would  use  that 
as  an  excuse  for  further  opposition. 

At  this  point,  I  insert  in  the  Record 
two  tables  to  which  I  have  referred  in 
my  comments.  One  summarizes  the 
budget  situation  and  the  other  indicates 
the  increase  in  the  gross  national  prod¬ 
uct  on  a  quarterly  basis  in  the  past  4 
years : 

BUDGET  AND  REVENUE  ESTIMATES 
BUDGET  ESTIMATES  FOR  FISCAL  YEARS  1969  AND  1970 


[In  billions  of  dollars] 


Re¬ 
ceipts  Outlays 

Surplus 
(+)  or 
deficit  (-) 

(a)  Preliminary  budget  results 
for  fiscal  year  1969: 
Federal  funds . 

143.3 

148.6 

-5.3 

Trust  funds. _  .....  _ 

44.6 

36.2 

+8.4 

Unified  budget . . 

187.8 

184.8 

+3.1 

(b)  Budget  estimates  for  fiscal 
year  1970,  assuming  en- 
nactment  of  H.R.  12290: 
Federal  funds. . . 

148.6 

153.7 

-5.1 

Trust  funds..  .  . 

57.5 

47.1 

+10.3 

Unified  budget _ 

198.1 

192.9 

+5.2 

QUARTERLY  INCREASES  IN  GROSS  NATIONAL  PRODUCT  IN  CURRENT  AND  CONSTANT  DOLLARS 
(In  billions  of  dollars;  seasonally  adjusted  annual  rates] 


Current  dollars 


Change  from 
preceding  quarter 


Period 

GNP 

Dollars 

Percent  > 

1966: 

l__ . . 

729.5  ... 

II _ 

743. 3 

13.8 

7.  56 

III . 

755.9 

12.6 

6.  80 

IV _ 

770. 7 

14.8 

7.84 

1967: 

1 _ 

774. 2 

3.5 

1.80 

II . . 

783. 5 

9.3 

4.80 

Ill . . 

800.  4 

16.9 

8. 60 

IV . 

816.1 

15.7 

7.  84 

1968: 

1 _ 

835.  3 

19.2 

9.  40 

II _ 

858.  7 

23.4 

11.20 

III _ 

876. 4 

17.7 

8. 24 

IV _ 

892.  5 

16.1 

7.36 

1969: 

1 _ 

908. 7 

16.2 

7. 28 

II _ 

925. 1 

16.4 

7. 20 

Constant  dollars  (1958  =  100) 


Change  from  Increase  in  real 

preceding  quarter  GNP  as  a  per- 

-  centage  of 

GNP  Dollars  Percent'  currentGNP 


649.1  .... 
655.0 

5.9 

3. 64 

42.75 

660.2 

5.2 

3.16 

41.27 

668.1 

7.9 

4. 80 

53. 38 

666.5 

-1.6 

-.  96 

-31. 37 

670.5 

4.0 

2.40 

43.01 

678.0 

7.5 

4.  48 

44.  38 

683.5 

5.5 

3. 24 

35.  03 

693.3 

9.8 

5. 72 

51.04 

705.8 

12.5 

7. 20 

53.  42 

712.8 

7.0 

3.  96 

39. 54 

718.5 

5.7 

3.20 

35. 40 

723.1 

4.6 

2.56 

28.39 

727.3 

4.2 

2. 32 

25.60 

i  Quarterly  increases  expressed  in  annual  rates;  quarterly  percentage  increase  is  34  of  annual  rate  of  increase. 


Mr.  CORMAN.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  MILLS.  I  yield  to  the  gentleman 
from  California. 

Mr.  CORMAN.  Mr.  Speaker,  I  voted 
against  the  bill,  and  I  think  many  of  us 
did  the  last  time,  because  portions  of  it 
were  prospective  in  two  ways.  It  had  to 
do  with  low-income  allowance  and  with 
the  surtax  for  6  months  after  January  1. 
Both  of  those  matters  are  now  properly 
handled  in  the  omnibus  tax  bill.  I  will 
vote  for  this  measure,  and  I  hope  all 
Members  who  have  had  some  misgivings 
about  an  omnibus  bill  coming  out  this 
year  will  vote  for  this  6-month  exten¬ 
sion.  I  hope  it  carries  by  an  overwhelm¬ 
ing  vote. 

Mr.  MADDEN.  Mr.  Speaker,  I  offer  a 
preferential  motion.  I  move  to  strike  the 
enacting  clause. 

The  SPEAKER.  The  Chair  will  state 
that  that  is  not  a  preferential  motion. 

Mr.  MADDEN.  Mr.  Speaker,  we  are 
having  a  debate  here  on  the  rule.  I  think 
a  member  of  the  Rules  Committee 
should  have  an  opportunity  at  least  to 


express  for  a  few  minutes  his  thoughts 
'on  the  subject. 

The  SPEAKER.  The  Chair  will  state 
that  control  of  the  time,  1  hour,  is  in  the 
hands  of  the  gentleman  from  Mississippi. 
The  chair  is  informed  that  the  gentle¬ 
man  from  California  (Mr.  Smith)  has  5 
minutes  remaining. 

Mr.  MADDEN.  Mr.  Speaker,  will  the 
gentleman  from  California  yield  2  min¬ 
utes  to  me? 

Mr.  SMITH  of  California.  I  would  be 
happy  to  yield  time  to  the  gentleman 
from  Arkansas  (Mr.  Mills)  .  I  yield  2 
minutes  to  the  gentleman  from  Arkansas. 

The  SPEAKER.  The  gentleman  from 
Arkansas  is  recognized  for  2  minutes. 

Mr.  MADDEN.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  MILLS.  I  yield  to  the  gentleman 
from  Indiana  for  a  question. 

Mr.  MADDEN.  Mr.  Speaker,  the  Mem¬ 
bers  should  be  acquainted  with  the  fact 
that,  1  year  ago  I  voted  against  the 
10-percent  surtax  legislation  because  if 
the  fabulous  and  extravagant  tax  loop¬ 
holes  on  big  oil,  big  foundations,  big  real 


estate,  and  so  forth,  were  repealed  we 
could  get  about  $15  billion  into  the  Fed¬ 
eral  Treasury.  I  will  vote  against  it  again 
on  the  theory  that  there  is  no  tax  reform 
bill  enacted  into  law.  I  have  in  my  hands 
an  excerpt  from  the  Indianapolis  Star, 
issue  of  Saturday,  August  2,  and  I  refer 
to  a  United  Press  article  entitled,  “Some 
Tax  Bill  Portions  Given  OK.”  The  Treas¬ 
ury  Under  Secretary  Charles  Walker  and 
Edwin  S.  Cohen,  Assistant  Secretary,  in 
a  press  conference  expressed  themselves 
as  follows : 

The  proposal  to  Impose  a  7)4  percent  tax 
on  foundations  now  exempt  was  “somewhat 
high.” 

They  are  going  to  present  their  case  to 
the  Senate  Finance  Committee  when  and 
if  passed  by  the  House  of  Representa¬ 
tives.  The  article  continues : 

They  also  expressed  reservations  over  a 
proposal  to  limit  deductions  on  farm  losses — • 

Those  are  the  farms  where  they  hide 
millions  in  taxes,  trick  “playboy”  farms, 
used  by  rich  taxpayers  for  tax  deduc¬ 
tions — 

saying,  It  should  be  tightened  to  make  sure 
the  wealthy  could  not  escape  taxes  com¬ 
pletely  through  this  device. 

Further  they  stated : 

Proposed  tax  increases  on  banks,  savings 
and  loan  associations  and  other  financial  in¬ 
stitutions  should  be  held  up  pending  a  study 
of  all  bank  legislation. 

The  Assistant  Secretary  of  the  Treas¬ 
ury  Charles  Walker,  and  Edwin  Cohen, 
Assistant  Secretary,  are  going  to  present 
their  case  before  the  Senate  Finance 
Committee.  I  am  talking  about  the  execu¬ 
tive  department.  They  are  not  for  this 
Ways  and  Means  Committee  tax  reform 
bill  according  to  the  executive  depart¬ 
ment  Treasury  officials. 

According  to  the  article, 

Walker  said  the  Administration  was  de¬ 
veloping  a  comprehensive  proposal  for  Senate 
consideration  on  taxation  of  oil,  natural  gas 
and  other  mineral  industries.  He  said  the  Ad¬ 
ministration  has  not  decided  whether  to 
support  the  Ways  and  Means  plan  to  reduce 
the  oil  depletion  allowance  from  27  y2  percent 
to  20  percent. 

Here  is  the  executive  department  of 
the  administration  opposed  to  this  bill, 
according  to  the  Under  Secretary  and 
according  to  Edwin  S.  Cohen,  and  that  is 
a  United  Press  dispatch  from  Indian¬ 
apolis.  So  we  have  no  tax  reform  bill 
before  us  at  all  until  the  executive  de¬ 
partment  officials  take  their  protest  up 
with  the  Finance  Committee  of  the  other 
body. 

Mr.  MILLS.  Has  the  gentleman  asked 
his  question? 

Mr.  MADDEN.  You  would  think  a  tax 
reform  bill  had  been  passed  already  if 
you  listen  to  the  speeches  here  on  the 
floor  this  afternoon.  When  the  Senate 
Finance  Committee  completes  its  remod¬ 
eling  of  this  House  bill  our  Members  may 
reject  it  by  an  overwhelming  vote. 

The  SPEAKER.  The  time  of  the  gen¬ 
tleman  from  Arkansas  has  again  ex¬ 
pired. 

Mr.  SMITH  of  California.  I  yield  the 
gentleman  from  Arkansas  1  additional 
minute. 
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The  SPEAKER.  The  gentleman  from 
Arkansas  is  recognized  for  1  additional 
minute. 

Mr.  MILLS.  Mr.  Speaker,  I  want  to 
correct  the  erroneous  impression  that  my 
friend,  the  gentleman  from  Indiana, 
gathered  from  the  newspaper  account, 
because  I  have  before  me,  and  I  will  read 
it  to  the  gentleman,  who  serves  on  the 
Rules  Committee,  a  letter  from  the  Sec¬ 
retary  of  the  Treasury,  dated  August  4, 
1969: 

I  would  like  to  express  to  you  the  deep 
appreciation  of  the  Treasury  for  your  un¬ 
tiring  efforts  and  your  sterling  leadership 
of  the  Committee  on  Ways  and  Means  in 
the  development  of  the  Tax  Reform  Act  of 
1969. 

We  believe  that  the  biU  is  a  milestone 
in  tax  legislation  and  will  be  long  remem¬ 
bered  as  a  major  advance  in  achieving  an 
equitable  tax  structure. 

While,  of  course,  we  have  some  reservations 
about  some  of  the  provisions  in  the  bill  and 
would  plan  to  make  some  suggestions  for  re¬ 
vision  in  the  progress  of  the  bill  in  the  Sen¬ 
ate,  we  sincerely  believe  that,  in  general, 
the  bill  represents  a  major  step  forward  in 
tax  legislation  and  urge  its  prompt  passage 
by  the  House  of  Representatives. 

Along  with  Under  Secretary  Walker,  As¬ 
sistant  Secretary  Cohen,  and  our  entire  staff, 
I  should  like  to  thank  you  and  the  Commit¬ 
tee  for  the  kind  and  patient  consideration 
that  you  have  given  to  our  presentations 
before  the  Committee.  It  has  been  a  great 
privilege  for  all  of  us  to  work  with  the  Com¬ 
mittee  in  this  common  effort  to  improve  the 
tax  structure  of  the  nation. 

That  is  signed  by  the  Secretary  of  the 
Treasury.  He  is  for  this  legislation,  have 
no  doubt  about  that. 

Mr.  COLMER.  Mr.  Speaker,  I  move  the 
previous  question  on  the  resolution. 

The  previous  question  was  ordered. 

The  SPEAKER.  The  question  is  on  the 
resolution. 

Mr.  GROSS.  Mr.  Speaker,  on  that  I 
demand  the  yeas  and  nays. 

The  yeas  and  nays  were  refused. 

The  question  was  taken;  and  on  a  di¬ 
vision  (demanded  by  Mr.  Jacobs)  there 
were — ayes  126,  noes  61. 

Mr.  GROSS.  Mr.  Speaker,  would  the 
Speaker  be  good  enough  to  repeat  the  re¬ 
sult  of  the  vote? 

The  SPEAKER.  There  were  126  Mem¬ 
bers  voting  in  the  affirmative  and  61  in 
the  negative. 

Mr.  JACOBS.  Mr.  Speaker,  I  object  to 
the  vote  on  the  ground  that  a  quorum 
is  not  present  and  make  the  point  of 
order  that  a  quorum  is  not  present. 

The  SPEAKER.  Under  count,  evi¬ 
dently  a  quorum  is  not  present. 

The  Doorkeeper  will  close  the  doors, 
the  Sergeant  at  Arms  will  notify  absent 
Members,  and  the  Clerk  will  call  the  roll. 

The  question  was  taken;  and  there 
were — yeas  237,  nays  170,  not  voting  25, 
as  follows: 

[Roll  No.  136] 

YEAS — 237 


Albert 
Alexander 
Anderson,  ill. 
Anderson, 
Tenn. 
Andrews, 

N.  Dak. 
Annunzio 
Ashley 
Aspinall 
Ayres 
Beall,  Md. 
Belcher 


Bell,  Calif. 

Betts 

Blester 

Blackburn 

Boggs 

Boland 

Bolling 

Bow 

Bray 

Block 

Brooks 

Broomfield 

Brotzman 


Brown,  Mich. 
Brown,  Ohio 
Broyhill,  N.C. 
BroyhUl,  Va. 
Buchanan 
Burke,  Mass. 
Burleson,  Tex. 
Burton,  Utah 
Bush 
Button 
Byrnes,  Wis. 
Cabell 
Cahill 


Camp 

Hosmer 

Pryor,  Ark. 

Carter 

Hutchinson 

Purcell 

Casey 

Joelson 

Quie 

Cederberg 

Johnson,  Pa. 

Quillen 

Celler 

Jonas 

Railsback 

Chamberlain 

Jones,  Ala. 

Reid,  Ill. 

Clausen, 

Karth 

Re  if  el 

DonH. 

Keith 

Rhodes 

Cleveland 

King 

Rivers 

Collier 

Kleppe 

Robison 

Collins 

Kluczynski 

Rogers,  Fla. 

Colmer 

Koch 

Ronan 

Conable 

Kuykendall 

Rooney,  Pa. 

Corbett 

Kyros 

Rostenkowski 

Corman 

Landgrebe 

Roth 

Coughlin 

Langen 

Ruppe 

Cramer 

Latta 

Ruth 

Cunningham 

Lloyd 

St.  Onge 

Daddario 

Lukens 

Sandman 

Davis.  Wis. 

McClory 

Satterfield 

de  la  Garza 

McCloskey 

Schneebeli 

Dellenback 

McClure 

Schwengel 

Denney 

McCulloch 

Sebelius 

Dennis 

McDade 

Shriver 

Derwinski 

McDonald, 

Sikes 

Devine 

Mich. 

Sisk 

Dickinson 

McEwen 

Skubitz 

Dorn 

McFall 

Smith,  Calif. 

Downing 

McKneally 

Smith,  Iowa 

Dwyer 

MacGregor 

Smith,  N.Y. 

Edwards,  Ala. 

Mahon 

Springer 

Erlenborn 

Mann 

Stafford 

Esch 

Marsh 

Stanton 

Eshleman 

Martin 

Steed 

Evans,  Colo. 

Mathias 

Steiger,  Ariz. 

Evins,  Tenn. 

May 

Steiger,  Wis. 

Fallon 

Mayne 

Stratton 

Findley 

Miller,  Calif. 

SuUivan 

Fish 

Miller,  Ohio 

Symington 

Fisher 

Mills 

Talcott 

Flynt 

Minshall 

Teague,  Calif. 

Foley 

Mize 

Teague,  Tex. 

Ford,  Gerald  R.  Mizell 

Thompson,  Ga. 

Fraser 

Monagan 

Thomson,  Wis. 

Frelinghuysen 

Moorhead 

Udall 

Frey 

Morse 

Ullman 

Friedel 

Morton 

Utt 

Gallagher 

Mosher 

Vander  Jagt 

Giaimo 

Murphy,  Ill. 

Waggonner 

Goldwater 

Murphy,  N.Y. 

Wampler 

Green,  Oreg. 

Myers 

Watkins 

Griffiths 

Nedzi 

Watson 

Grover 

Nelsen 

Watts 

Gude 

O’Hara 

Whalen 

Hall 

O’Konski 

Whitehurst 

Halpern 

O’Neill,  Mass. 

Widnall  ^ 

Hamilton 

Patman 

Wiggins 

Hammer- 

Pelly 

Williams 

schmidt 

Pepper 

Wilson,  Bob 

Hanna 

Pettis 

Winn 

Hansen,  Idaho 

Pickle 

Wold 

Harvey 

Pike 

Wright 

Hastings 

Plrnie 

Wyatt 

Hawkins 

Poage 

Wylie 

Hubert 

Poff 

Wyman 

Heckler,  Mass. 

Pollock 

Young 

Hogan 

Preyer,  N.C. 

Zwach 

Horton 

Price.  Tex. 

NAYS— 170 

Abbitt 

Dawson 

Hagan 

Abernethy 

Delaney 

Haley 

Adair 

Dent 

Hanley 

Adams 

Dingell 

Hansen,  Wash. 

Addabbo 

Donohue 

Harsha 

Anderson, 

Dowdy 

Hathaway 

Calif. 

Dulski 

Hays 

Andrews,  Ala. 

Duncan 

Hechler,  W.  Va. 

Barrett 

Eckhardt 

Helstoski 

Bennett 

Edmondson 

Henderson 

Bevill 

Edwards,  La. 

Hicks 

Biaggi 

Eilberg 

Holifield 

Bingham 

Farbstein 

Howard 

Blanton 

Feighan 

Hull 

Blatnik 

Flood 

Hun  gate 

Brademas 

Flowers 

Hunt 

Brasco 

Ford, 

Jacobs 

Brinkley 

William  D. 

Jarman 

Burke,  Fla. 

Foreman 

Johnson,  Calif. 

Burlison,  Mo. 

Fountain 

Jones,  N.C. 

Burton,  Calif. 

Fulton,  Pa. 

Jones,  Tenn. 

Byrne,  Pa. 

Fulton,  Tenn. 

Kastenmeier 

Caffery 

Fuqua 

Kazen 

Chappell 

Galifianakis 

Kee 

Chisholm 

Garmatz 

Kyi 

Clancy 

Gaydos 

Landrum 

Clark 

Gettys 

Leggett 

Clawson.  Del 

Gibbons 

Long,  La. 

Cohelan 

Gilbert 

Long,  Md. 

Conyers 

Gonzalez 

Lowenstein 

Cowger 

Goodling 

Lujan 

Culver 

Gray 

McCarthy 

Daniel,  Va. 

Green,  Pa. 

McMillan 

Daniels,  N.J. 

Griffin 

Macdonald, 

Davis,  Ga. 

Gross 

Mass. 

Madden 

Matsunaga 

Meeds 

Melcher 

Meskill 

Michel 

Minish 

Mink 

Mollohan 

Montgomery 

Morgan 

Moss 

Natcher 

Nichols 

Nix 

Obey 

Olsen 

O’Neal,  Ga. 

Ottinger 

Passman 

Patten 

Perkins 

Philbin 


PodeU 
Price,  Ill. 
Pucinski 
Randall 
Rees 

Reid,  N.Y. 

Reuss 

Riegle 

Roberts 

Rodino 

Rogers,  Colo. 

Rooney,  N.Y. 

Rosenthal 

Roudebush 

Roybal 

Ryan 

St  Germain 

Schadeberg 

Schelde 

Scheuer 

Scott 

Shipley 

Slack 


Snyder 

Staggers 

Stephens 

Stokes 

Stubblefield 

Taylor 

Thompson,  N.J. 

Tiernan 

Van  Deerlin 

Vanik 

Vigorito 

Waldie 

Weicker 

White 

Whitten 

Wilson, 

Charles  H. 
Wolff 
Wydler 
Yates 
Yatron 
Zablocki 
Zion 


Arends 

Ashbrook 

Baring 

Berry 

Brown,  Calif. 

Carey 

Clay 

Conte 

Diggs 


NOT  VOTING— 25 
Edwards,  Calif.  Powell 


Fascell 
Gubser 
Ichord 
Kirwan 
Lennon 
Lipscomb 
Mailliard 
Mikva 


Rarick 

Saylor 

Stuckey 

Taft 

Tunney 

Whalley 


So  the  resolution  was  agreed  to. 

The  Clerk  announced  the  following 
pairs : 

On  this  vote : 

Mr.  Arends  for,  with  Mr.  Brown  of  Cali¬ 
fornia  against. 

Mr.  Conte  for,  with  Mr.  Stuckey  against. 

Mr.  Berry  for,  with  Mr.  Saylor  against. 

Mr.  Taft  for,  with  Mr.  Diggs  against. 

Mr.  Gubser  for,  with  Mr.  Baring  against. 

Until  further  notice: 

Mr.  Kirwan  with  Mr.  Lipscomb. 

Mr.  Carey  with  Mr.  Mailliard. 

Mr.  Edwards  of  California  with  Mr.  Ash¬ 
brook. 

Mr.  Lennon  with  Mr.  Tunney. 

Mr.  Mikva  with  Mr.  Clay. 

Mr.  Fascell  with  Mr.  Ichord. 

Mr.  GARMATZ  and  Mr.  DULSKI 
changed  their  votes  from  “yea”  to  “nay.” 

Mr.  FISHER  changed  his  vote  from 
“nay”  to  “yea.” 

The  result  of  the  vote  was  announced 
as  above  recorded. 

The  doors  were  opened. 

The  motion  to  reconsider  was  laid  on 
the  table. 


vGENERAL  LEAVE  TO  EXTEND 

MILLS.  Mr.  Speaker,  I  ask  unani¬ 
mous  consent  that  all  Members  may  have 
5  legislative  days  in  which  to  extend 
their  remarks  on  House  Resolution  509, 
just  agreed'  ^ 

SR.  Is  there  objection  xo 
o\  the  gentleman  f/om 


The  SPEt 
the  request 
Arkansas? 

There  was  no  ot 


stion. 


CORRECTION  OF 


5LLCALL 


Mr.  ROONEY  of  Ppfm&lvania.  Mr. 
Speaker,  on  rollcall  >No.  135v  today,  a 
quorum  call,  I  am  uncorded  as'absent.  I 
was  present  and  answered  to  mVname. 
I  ask  unanimous/Consent  that  the  Record 
be  corrected  accordingly. 

The  SPEAKER.  Is  there  objection 
the  reque§tCof  the  gentleman  from  Penn-'' 
sylvanis 

The>4  was  no  objection. 


. 


' 


Public  Law  91-53 
91st  Congress,  H.  R.  9951 
August  7,  1969 


an  act 

T..  provide  for  the  collection  of  the  Federal  unemployment  tax  in  quarterly 
installments  during  each  taxable  year;  to  make  status  of  employer  depend 
on  employment  during  preceding  as  well  as  current  taxable  year;' to  exclude 
from  the  computation  of  the  excess  the  balance  in  the  employment  security 
administration  account  as  of  the  close  of  fiscal  years  11)70  through  1972*  to 
raise  the  limitation  on  the  amount  authorized  to  lie  made  available  for 
expenditure  out  of  the  employment  security  administration  account  by  the 
a  mounts  so  excluded :  and  for  other  purposes. 


He  it  enacted  by  the  Senate  and  House  of  lie present atirea  of  the 
I  rated  States  of  America  in  Congress  assembled.  That  section  3306(a) 
of  the  Internal  Revenue  (’ode  of  1954  (relating  to  definition  of 
employer)  is  amended  to  read  as  follows: 

“(a)  Employer. — For  purposes  of  this  chapter,  the  term  ‘employer 
does  not  include  any  person  unless  on  each  of  some  20  days  during 
the  taxable  year  or  during  the  preceding  taxable  year,  each  day  beiim 
m  a  different  calendar  week,  the  total  number  of  individuals  who 
were  employed  by  him  in  employment  for  some  portion  of  the  day 
(whether  or  not  at  the  same  moment  of  time)  was  4  or  more." 


SEC.  2.  COLLECTION  OF  FEDERAL  UNEMPLOYMENT  TAX  ON  QUAR¬ 
TERLY  OR  OTHER  TIME  PERIOD  BASIS. 

(a)  Quarterly  Payment  of  Federal  Unemployment  Tax. — Sub¬ 
chapter  A  of  chapter  62  of  the  Internal  Revenue  Code  of  1954  (re¬ 
lating  to  place  and  due  date  for  payment  of  tax)  is  amended  by 
striking  out  section  6157  and  by  inserting  in  lieu  thereof  the  follow¬ 
ing: 


“SEC.  6157.  PAYMENT  OF  FEDERAL  UNEMPLOYMENT  TAX  ON  QU4R- 
TERLY  OR  OTHER  TIME  PERIOD  BASIS. 

“(a)  General  Rule.  — Fvery  person  who  for  the  calendar  year  is 
an  employer  (as  defined  in  section  3306(a))  shall— 

“(1)  if  the  person  in  the  preceding  calendar  year  employed  4 
or  more  employees  in  employment  (within  the  meaning  of  section 
3306  (c)  and  (d) )  on  each  of  some  20  days  during  such  preceding 
calendar  year,  each  such  day  being  in  a  different  calendar  week, 
compute  the  tax  imposed  by  section  3301  for  each  of  the  first  three 
calendar  quarters  in  the  calendar  year,  and 
"(2)  if  paragraph  (1)  does  not  apply,  compute  the  tax  imposed 
by  section  3301— 

“(A)  for  the  period  beginning  with  the  first  day  of  the 
calendar  year  and  ending  with  the  last  day  of  the  calendar 
quarter  (excluding  the  last  calendar  quarter)  in  which  such 
person  becomes  such  an  employer,  and 
“(B)  for  the  third  calendar  quarter  of  such  year,  if  the 
period  specified  in  subparagraph  (A)  includes  only  the  first 

two  calendar  quarters  of  the  calendar  year. _ 

1  lie  tax  for  any  calendar  quarter  or  other  period  shall  be  computed 
as  provided  in  subsection  (b)  and  t he  tax  as  so  computed  shall,  except 
as  otherwise  provided  in  subsections  (c)  and  (d),  be  paid  in  such 
manner  and  at  such  time  as  may  be  provided  in  regulations  pre¬ 
scribed  by  t he  Secretary  or  his  delegate. 

“(b)  (  (imputation  of  Tax. — The  rax  for  any  calendar  quarter 
or  other  period  referred  to  in  paragraph  (1)  or  (2)  of  subsection  (a) 
shall  lie  computed  by  multiplying  the  amount  of  wages  (as  defined  in 
section  3306(b))  paid  in  such  calendar  quarter  or  other  period  by 
the  number  of  percentage  points  (including  fractional  points)  by 
"  loch  the  rate  of  tax  specified  in  section  3301  exceeds  2.7  percent. 

“(c)  Special  Rule  for  Calendar  Years  1970  and  1971.— For 
purposes  of  subsect  ion  (  a),  the  tax  computed  as  provided  in  subsection 


Federal 
unemployment 
tax;  employment 
security;  tax 
surcharge. 
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(1>)  for  any  calendar  quarter  or  other  period  shall  be  reduced  (1) 
by  66%  percent  if  such  quarter  or  period  is  in  1970,  and  (2)  by  33 % 
percent  if  such  quarter  or  period  is  in  1971. 

*‘(d)  Special  Rule  Where  Accumulated  Amount  Does  Not  Ex¬ 
ceed  $100. — Nothing  in  this  section  shall  require  the  payment  of  tax 
with  respect  to  any  calendar  quarter  or  other  period  if  the  tax  under 
section  3301  for  such  period,  plus  any  unpaid  amounts  for  prior 
periods  in  the  calendar  year,  does  not  exceed  $100.” 

(b)  Assessment  Authority. — Section  6201(b)  of  such  Code  (re¬ 
lating  to  assessment  authority)  is  amended  to  read  as  follows: 

“(b)  Amount  Not  To  Be  Assessed. — 

“(1)  Estimated  income  tax. — No  unpaid  amount  of  estimated 
tax  under  section  6153  or  6154  shall  be  assessed. 

“(2)  Federal  unemployment  tax. — No  unpaid  amount  of 
Federal  unemployment  tax  for  any  calendar  quarter  or  other 
period  of  a  calendar  year,  computed  as  provided  in  section  6157, 
shall  be  assessed.” 

(c)  Treatment  of  Quarterly  Payment  of  Federal  Unemploy¬ 
ment  Tax. — Subchapter  B  of  chapter  64  of  such  Code  is  amended 
by  adding  at  the  end  thereof  the  following  new  section : 

“SEC.  6317.  PAYMENTS  OF  FEDERAL  UNEMPLOYMENT  TAX  FOR  CAL¬ 
ENDAR  QUARTER. 

“Payment  of  Federal  unemployment  tax  for  a  calendar  quarter  or 
other  period  within  a  calendar  year  pursuant  to  section  6157  shall 
be  considered  payment  on  account  of  the  tax  imposed  by  chapter  23 
of  such  calendar  year.” 

(d)  Time  Tax  Considered  Paid. — Section  6513  of  such  Code  (relat¬ 
ing  to  time  return  deemed  filed  and  tax  considered  paid)  is  amended 
by  adding  at  the  end  thereof  the  following  new  subsection : 

“(e)  Payments  of  Federal  Unemployment  Tax. — Notwithstand¬ 
ing  subsection  (a),  for  purposes  of  section  6511  any  payment  of  tax 
imposed  by  chapter  23  which,  pursuant  to  section  6157,  is  made  for  a 
calendar  quarter  or  other  period  within  a  calendar  year  shall,  if  made 
before  the  last  day  prescribed  for  filing  the  return  for  the  calendar 
year  (determined  without  regard  to  any  extension  of  time  for  filing), 
!>e  considered  made  on  such  last  day.” 

(e)  Interest  on  Underpayments  or  Nonpayment  of  Tax. — Section 
6601  of  such  Code  (relating  to  interest  on  underpayment  or  non¬ 
payment  of  tax)  is  amended  by  redesignating  subsection  (k)  as  sub¬ 
section  (1)  and  by  adding  a  new  subsection  (k)  to  read  as  follows: 

“(k)  Exception  as  to  Federal  Unemployment  Tax. — This  sec¬ 
tion  shall  not  apply  to  any  failure  to  make  a  payment  of  tax  imposed 
by  section  3301  for  a  calendar  quarter  or  other  period  within  a  tax¬ 
able  year  required  under  authority  of  section  6157.” 

(f)  Technical  and  Clerical  Amendments. — 

( 1 )  The  table  of  sections  for  subchapter  A  of  chapter  62  of  the 
Internal  Revenue  Code  of  1954  is  amended  by  striking  out 
“Sec.  6157.  Payment  of  taxes  under  provisions  of  the  Tariff  Act.” 

and  inserting  in  lieu  thereof 

“Sec.  6157.  Payment  of  Federal  unemployment  tax  on  quarterly  or  other 
time  period  basis.” 

(2)  The  table  of  sections  for  subchapter  B  of  chapter  64  of 
such  Code  is  amended  by  adding  at  the  end  thereof  the  follow¬ 
ing: 

"Sec.  6317.  Payments  of  Federal  unemployment  tax  for  calendar  quarter.” 
SEC.  3.  EMPLOYMENT  SECURITY  ADMINISTRATION  ACCOUNT. 

(a)  Paragraph  (3)  of  section  901(c)  of  the  Social  Security  Act 
is  amended  to  read  as  follows: 
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“(.'{)  For  purposes  of  paragraph  (1)(A),  the  limitation  on  the 
amount  authorized  to  he  made  available  for  any  fiscal  year  is  an 
amount  equal  to  05  percent  of  the  amount  estimated  and  set  forth 
in  the  budget  of  the  United  States  Government  for  such  fiscal  year  as 
the  net  receipts  during  such  year  under  the  Federal  Unemployment 
Tax  Act;  except  that  this  limitation  is  increased  by  any  unexpended 
amount  retained  in  the  employment  security  administration  account 
in  accordance  with  section  901(f)(2)(B).  Each  estimate  of  net  re¬ 
ceipts  under  this  paragraph  shall  be  based  upon  a  tax  rate  of  0.4 
percent.” 

(b)  Paragraph  (2)  of  section  901(f)  of  such  Act  is  amended  (1) 
by  striking  out  “The"  and  inserting  in  lieu  thereof  “(A)  Except  as 
provided  in  subparagraph  (B),  the",  and  (2)  by  adding  at  the  end 
thereof  the  following: 

“(B)  With  respect  to  the  fiscal  years  ending  June  30,  1970,  June 
30,  1971,  and  June  30,  1972,  the  balance  in  the  employment  security 
administration  account  at  the  close  of  each  such  fiscal  year  shall  not 
l)e  considered  excess  but  shall  be  retained  in  the  account  for  use  as 
provided  in  paragraph  (1)  of  subsection  (c).” 

SEC.  4.  EFFECTIVE  DATE. 

(a)  The  amendments  made  by  the  first  two  sections  of  this  Act  shall 
apply  with  respect  to  calendar  years  beginning  after  December  31, 
1969. 

(b)  The  amendments  made  by  section  3  shall  take  effect  upon 
enactment  of  this  Act. 

SEC.  5.  EXTENSION  OF  TAX  SURCHARGE. 

(a)  Surcharge  Extension. — Section  51(a)  of  the  Internal  Revenue 
(’ode  of  1954  (relating  to  imposition  of  tax  surcharge)  is  amended — 
(1)  by  striking  out  so  much  of  paragraph  (1)  (A)  as  follows 
the  table  heading  “CALENDAR  YEAR  1969”  and  inserting  in 
lieu  thereof  the  following: 

"TABLE  1. — SINGLE  PERSON  (OTHER  THAN  HEAD  OF  HOUSEHOLD)  AND  MARRIED  PERSONS  FILING 

SEPARATE  RETURN 


If  the  adjusted  tax  Is: 


At  least  But  less 
than 


0 

{148 

J148 

153 

153 

158 

158 

163 

163 

168 

168 

173 

173 

178 

178 

183 

183 

188 

188 

193 

193 

198 

198 

203 

203 

208 

208 

213 

213 

218 

218 

223 

223 

228 

228 

233 

233 

238 

238 

243 

243 

248 

248 

253 

253 

258 

258 

263 

263 

268 

he  tax 
is— 

If  the  adjusted  tax  is: 

The  tax 

is— 

If  the  adjusted  tax  is: 

The  tax 
is— 

At  least 

But  less 
than 

At  least 

But  less 
than 

0 

{268 

{273 

{25 

{495 

{505 

{50 

{i 

273 

278 

26 

505 

515 

51 

2 

278 

283 

27 

515 

525 

52 

3 

283 

288 

28 

525 

535 

53 

4 

288 

295 

29 

535 

545 

54 

5 

295 

305 

30 

545 

555 

55 

6 

305 

315 

31 

555 

565 

56 

7 

315 

325 

32 

565 

575 

57 

8 

325 

335 

33 

575 

585 

58 

9 

335 

345 

34 

585 

595 

59 

10 

345 

355 

35 

595 

605 

60 

11 

355 

365 

36 

605 

615 

61 

12 

365 

375 

37 

615 

625 

62 

13 

375 

385 

38 

625 

635 

63 

14 

385 

395 

39 

635 

645 

64 

15 

395 

405 

40 

645 

655 

65 

16 

405 

415 

41 

655 

665 

66 

17 

415 

425 

42 

665 

675 

67 

18 

425 

435 

43 

675 

685 

68 

19 

435 

445 

44 

685 

695 

69 

20 

445 

455 

45 

695 

705 

70 

21 

455 

465 

46 

705 

715 

71 

22 

465 

475 

47 

715 

725 

72 

23 

475 

485 

48 

725 

735 

73 

24 

485 

495 

49 

735  and  over,  10%  of  the  adjusted 
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"TABLE  2.-HEAD  OF  HOUSEHOLD 


STAT.  94 

83  STAT.  95 


if  the  adjusted  tax  is: 

It  the  adjusted  tax  is: 

The  tax 

If  the  adjusted  tax  is: 

The  tax 

At  least 

But  less 

is  — 

At  least 

But  less 

is— 

At  least 

But  less 

is— 

than 

than 

than 

0 

$223 

0 

$343 

$348 

$25 

$495 

$505 

$50 

$223 

228 

$1 

348 

353 

26 

505 

515 

51 

228 

233 

2 

353 

358 

27 

515 

525 

52 

233 

238 

3 

358 

363 

28 

525 

535 

53 

238 

243 

4 

363 

368 

29 

535 

545 

54 

243 

248 

5 

368 

373 

30 

545 

555 

55 

248 

253 

6 

373 

378 

31 

555 

565 

56 

253 

258 

7 

378 

383 

32 

565 

575 

57 

258 

263 

8 

383 

388 

33 

575 

585 

58 

263 

268 

9 

388 

393 

34 

585 

595 

59 

268 

273 

10 

393 

398 

35 

595 

605 

60 

273 

278 

u 

398 

403 

36 

605 

615 

61 

278 

283 

12 

403 

408 

37 

615 

625 

62 

283 

288 

13 

408 

413 

38 

625 

635 

63 

288 

293 

14 

413 

418 

39 

635 

645 

64 

293 

298 

15 

418 

423 

40 

645 

655 

65 

298 

303 

16 

423 

428 

41 

655 

665 

66 

303 

308 

17 

428 

433 

42 

665 

675 

67 

308 

313 

18 

433 

438 

43 

675 

685 

68 

313 

318 

19 

438 

445 

44 

685 

695 

69 

318 

323 

20 

445 

455 

45 

695 

705 

70 

323 

328 

21 

455 

465 

46 

705 

715 

71 

328 

333 

22 

465 

475 

47 

715 

725 

72 

333 

338 

23 

475 

485 

48 

725 

735 

73 

338 

343 

24 

485 

495 

49 

735  and  over,  10%  of  the  adjusted  tax 

"TABLE  3.— MARRIED  PERSONS  OR  SURVIVING  SPOUSE  FILING  JOINT  RETURN 


If  the  adjusted  tax  is: 
- The  tax 


At  least 

But  less 
than 

is— 

0 

$293 

0 

$293 

298 

$i 

298 

303 

2 

303 

308 

3 

308 

313 

4 

313 

318 

5 

318 

323 

6 

323 

328 

7 

328 

333 

8 

333 

338 

9 

338 

343 

10 

343 

348 

ii 

348 

353 

12 

353 

358 

13 

358 

363 

14 

363 

368 

15 

368 

373 

16 

373 

378 

17 

378 

383 

18 

383 

388 

19 

388 

393 

20 

393 

398 

21 

398 

403 

22 

403 

408 

23 

408 

413 

24 

If  the  adjusted  tax  is: 
- The  tax 


At  least 

But  less 
than 

is— 

$413 

$418 

$25 

418 

423 

26 

423 

428 

27 

428 

433 

28 

433 

438 

29 

438 

443 

30 

443 

448 

31 

448 

453 

32 

453 

458 

33 

458 

463 

34 

463 

468 

35 

468 

473 

36 

473 

478 

37 

478 

483 

38 

483 

488 

39 

488 

493 

40 

493 

498 

41 

498 

503 

42 

503 

508 

43 

508 

513 

44 

513 

518 

45 

518 

523 

46 

523 

528 

47 

528 

533 

48 

533 

538 

49 

If  the  adjusted  tax  is: 


At  least 

But  less 
than 

is— 

$538 

$543 

$50 

543 

548 

51 

548 

553 

52 

553 

558 

53 

558 

563 

54 

563 

568 

55 

568 

573 

56 

573 

578 

57 

578 

585 

58 

585 

595 

59 

595 

605 

60 

605 

615 

61 

615 

625 

62 

625 

635 

63 

635 

645 

64 

645 

655 

65 

655 

665 

66 

665 

675 

67 

675 

685 

68 

685 

695 

69 

695 

705 

70 

705 

715 

71 

715 

725 

72 

725 

735 

73 

735  and  over,  10%  of  the  adjusted  t 

82  stat.  254.  (•_>)  by  st  liking  out  the  table  in  paragraph  ( 1 )  ( B)  and  inserting 

26  use  51.  in  lieu  thereof  the  following  table : 


Percent 


Estates  and 

“Calendar  year  trusts  Corporations 


:  968 .  . .  .  7.5  10.0 
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(3)  by  striking  out  “July  1,  1969"  each  place  it  appears  in 
paragraph  (2)  (A)  and  inserting  in  lieu  thereof  “January  1. 
1970”. 

(b)  Receipt  or  Minimum  Distributions. — The  last  sentence  of 
section  963(b)  of  such  Code  (relating  to  receipt  of  minimum  distribu¬ 
tions  by  domestic  corporations)  is  amended  by  striking  out  “June  30, 
1969”  and  inserting  in  lieu  thereof  “December  31,  1969”. 

(c)  Effective  Dates. — 

(1)  In  general. — The  amendments  made  by  subsections  (a) 
and  (b)  shall  apply  to  taxable  years  ending  after  June  30,  1969, 
and  beginning  before  January  1, 1970. 

(2)  Declarations  of  estimated  tax. — If  any  taxpayer  is  re¬ 
quired  to  make  a  declaration  or  amended  declaration  of  estimated 
tax,  or  to  pay  any  amount  or  additional  amount  of  estimated 
tax,  by  reason  of  the  amendments  made  by  this  section,  such 
amount  or  additional  amount  shall  be  paid  ratably  on  or  before 
each  of  the  remaining  installment  dates  for  the  taxable  year 
beginning  with  the  first  installment  date  on  or  after  the  30th 

)  day  after  the  date  of  enactment  of  this  Act.  With  respect  to  any 
declaration  or  payment  of  estimated  tax  before  such  first  install¬ 
ment  date,  sections  6015,  6154,  6654,  and  6655  of  the  Internal 
Revenue  ('ode  of  1954  shall  be  applied  without  regard  to  the 
amendments  made  by  this  section.  For  purposes  of  this  paragraph, 
the  term  “installment  date”  means  any  date  on  which,  under  sec¬ 
tion  6153  or  6154  of  such  Code  (whichever  is  applicable),  an 
installment  payment  of  estimated  tax  is  required  to  be  made  by 
the  taxpayer. 

SEC.  6.  EXTENSION  OF  WITHHOLDING  TAX. 

(a)  Section  3402  of  the  Internal  Revenue  Code  of  1954  (relating 
to  income  tax  collected  at  source)  is  amended — 

(1)  by  striking  out  “July  31,  1969”  in  subsection  (a)(1)  and 
inserting  in  lieu  thereof  “December  31,  1969”; 

(2)  by  striking  out  “August  1,  1969”  in  subsection  (a)  (2)  and 
inserting  in  lieu  thereof  “January  1,  1970”;  and 

(3)  by  striking  out  “August  1,  1969”  in  subsection  (c)  (6)  and 
inserting  in  lieu  thereof  “January  1, 1970”. 

(b)  The  amendments  made  by  this  section  shall  apply  with  respect 
to  wages  paid  after  July  31,  1969,  and  before  January  1,  1970. 

Approved  August  7,  1969. 
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